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The Mead Johnson Institute /No. Series 


management education dynamic business organization 
sharpens the brain power for individual and industrial growth. From the first level su- 
pervision the top Mead Johnson Company, the furthering management talent 
the major concern many-faceted development program. 


this program, the Mead Johnson Institute plays unique role the unit through which 
all Company-sponsored group education activities are administered. Conceived means 
for helping develop human resources, the Mead Johnson Institute demonstrates this 
Company’s belief the potential its people, its sincere interest their development 
and its willingness invest their future. 


Mead Johnson 
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ARCH PATTON 


For several years, Mr. Patton supervised the 

annual survey executive compensation conducted 
McKinsey and Company, Inc., management consul- 
tants. director McKinsey and Company, 


frequent contributor business magazines. 


RICHARD EELLS 


Mr. Eells charge Public Policy Re- 
search, General Electric Company. also 
Senior Researcher Business the Graduate 
School Business Columbia University. His 
writings include the book Corporation Giving 

Free Society. The views expressed this 
article are those Mr. Eells and not necessarily 


those the General Electric Company. 
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WILLIAM SWAGER 


Problems research management are matters 
primary interest for Mr. Swager, who 
associated with the Battelle Memorial Institute, 
Columbus, Ohio. 


Battelle’s Department Economics, 


Currently Assistant Manager 


former manager research administration. 


KENDALL ELSOM 


Dr. Elsom Professor Clinical Medicine 
and Director the Diagnostic Clinic 
the University Pennsylvania. His many 
articles and papers have dealt with physiologic 
and clinical research the fields kidney 
disease, tropical and gastroenterological dis- 
ease, and the periodic health examination. 


Executive Compensation 


Executive compensation programs should more 
than provide system rewards various 
management levels. the administration, 

not just the design, compensation plan 

that makes good. Ideally, compensation 
administration integrates company programs with 
results, individual responsibilities with accom- 
plishments, and each with the rewards and 
penalties business life. 


Social Responsibility: Can Business Survive the Challenge? 


imperative for business assume social 
responsibility free society? should 

act strictly economic instrument for pro- 
duction goods and services maximum profit? 
This dilemma central ethical issue for 
business. Our ability select the right alter- 
native the proper balance will weigh heavily 


deciding the future our business system. 


the 


ARTICLE 


Improving the Management Research 


Research, with all its many facets, the 

fastest growing part business activity. The 
frequent lack order control this growth 
has either been considered inevitable ignored 
being unmanageable with traditional tools. 

The need for good management has become increas- 
ingly critical; the solution lies better 
understanding the research function and its 
relation the rest business activity. 


Are Executive Health Examinations Necessary? 


Since the executive group the greatest asset 
any enterprise, makes sense give execu- 
tives the same systematic protection given 
plant and equipment. But the matter isn’t 
that simple. Although experience with executive 
health examinations shows remarkably good 
results some instances, health program 
involves some delicate personal problems and 


requires careful handling. 
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Raymond Saulnier Chairman the Council 
Economic Advisers the President. former 
director financial research for the National 
Bureau Economic Research, widely known 
for his writing banking and finance. 


ROBINSON NEWCOMB 


Prior his current position private 

economic consultant, Mr. Newcomb had long expe- 
rience government. began dealing with 
economic problems connected with construction 
and urban development during the Hoover ad- 
ministration. From 1947-50, served the 
Council Economic Advisers the President. 


ARTHUR CULLMAN 


Mr. Cullman’s interest problems business 

policy started during business career 
sales and marketing management. cur- 
rently Associate Professor Business Organ- 
ization The Ohio State University. 


ANDRALL PEARSON 


associate with McKinsey and Company, Inc., 
management consultants, Mr. Pearson has had 
extensive experience with marketing planning. 

Before going into management consulting, 
worked sales and product management with 
several leading American corporations. 


REED POWELL 


From 1942-58, Mr. Powell lived and worked with 
Spanish-speaking people the United States and 
Latin America. This article outgrowth 
his concern with their impressions North 
American capitalism. Mr. Powell currently 
the University California Los Angeles. 


National Economic Growth: Accomplishments and Prospects 


Growth our economy and advances our eco- 
nomic welfare are basic the existence our 
nation. Historically, our country has been 
characterized unparalleled economic advance. 
Conditions are favorable for continued progress 
can gain better understanding how 

our economy expands and develop vigorous leader- 
ship promote sound expansion. 


Tomorrow’s Metropolitan America 


Almost everyone has read predictions that to- 
morrow’s cities will spread across our landscape 

sprawling interstate metropolises. The fore- 

casts may dead wrong. Because previous errors al- 
most invariably fell the low side, the tendency 
today anticipate explosive urban growth. 
Unless understand the reasons for past under- 
estimation, are likely overestimate future 
growth, and just wrong before. 


Policy Reappraisal and Maintenance 


The need for new look organization policy 
stems from the numerous and varied changes that 
occur the firm’s economic environment. Rapid, 
continual changes force business firms adjust 
they wish survive. The most successful 
adjustments come when policies are reassessed 
control changes organization practices. 


Approach Successful Marketing Planning 


Formal marketing planning currently practiced 
probably the biggest single waste time and 
money American business. While there 
simple sure-fire solution this problem, there 
appears one ingredient that characterizes 
useful marketing planning. Good planning starts 
with the right approach—the reasons for the 
plan, the scope the plan, and the organiza- 
tion for accomplishing the plan. 


Latin American Perceptions U.S. Capitalism 


Capitalism trouble Latin America. 
Lacking the tradition responsible Western 
capitalism, many our southern neighbors tend 
equate private ownership with the overpowering 
influence great landowners and the few very 
rich. Unfortunately, much their exposure 

U.S. capitalism leaving less positive 
impression than deserves. Steps should now 

taken improve our position; tomorrow 

may too late start. 
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BUSINESS AND THE JET AGE 


the air transpor- 
tation industry this country has 
resulted changes the living 
patterns thousands business 
executives. However, change 
the industry’s 3l-year history 
promises open many new 
opportunities affect sig- 
nificantly the lives business ex- 
ecutives the commercial jet era 
into which have now entered. 

get the proper perspective 
this new era and focus more 
clearly the changes that jet 
travel bringing about, might 
well review briefly the evo- 
lution the commercial aircraft 
industry during 
short history. 


EQUIPMENT CHANGES 


Air transport has developed 
rate unequaled any other in- 
dustry the history the world. 
Since the late commercial 
aviation has passed through sev- 
eral cycles equipment change. 
The aircraft the late and 
early capable carrying 
from five fifteen passengers, 
were adequate handle the 
growing passenger 
barely ten years. They were re- 
placed the late fleet 
larger, twin-engined aircraft, 
the best-known which was the 
170-mile-per-hour 
DC-3. The DC-3 was succeeded 
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Donald Nyrop 


first the DC-4 and then 
faster, longer-range, pressurized 
aircraft, such the Lockheed 
Constellation series, the Douglas 
DC-6 and DC-7 series, and the 
Boeing Stratocruisers. 


indication what one 
carrier has experienced during 
this period, Northwest Orient 
Airlines 1926 began air-mail 
operations with three Stinson De- 
troiters, the first closed-cabin 
planes operated any commer- 
cial airline. They also carried 
three passengers the then sen- 
sational speed eighty-five miles 
hour route extending from 
the Twin Cities Chicago. 
total 106 passengers were car- 
ried during the airline’s first year 
passenger operation. During 
1958, the same airline carried 1.6 
million passengers speeds 
350 miles per hour over 18,000- 
mile international route. North- 
fleet has grown from three 
fifty-six piston aircraft with jet 
equipment order. 

Similar progress has been made 
possible throughout the entire 
airline industry rapid and 
costly advances the develop- 
ment transport aircraft. Con- 
trast, you will, the $85,000 paid 
for Ford Tri-Motor 1928 with 
the $2.5 million paid for DC-7C 


Mr. Nyrop President Northwest 
lines, Inc. 
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Charles Bruning Company, Inc. 


Now! you can increase drafting room production 
dramatically without the high cost for expansion 
additional personnel! You can with the prod- 
ucts and help offered only your Bruning Man! 


gives you the widest selection the most ad- 
vanced products the market save you time 
and Auto-Shift drafting tables 
that enable 50% more productive use space... 
all-new Neoglide drafters that speed drafting 
40% intermediates that slash time 
re-working drawings 90% ... the brand new 


1800 Central Rd., Mt. Prospect, 


BRUNING 


Copyfiex 675 reproduction machine that offers more 
‘operating conveniences and advancements than any 
machine the market. 


Your Bruning Man gives you the service, supply, 
and quality products offered only company with 
over years’ experience researcher, manufacturer, 
and supplier. provides you single, dependable 
source for everything you need; simplifies ordering 
and stocking, saves you time and money. His sales- 
service branches and plants are near you assure 
you the product help you need when you need it! 


Call your Bruning Man, 
today. located 
principal cities the 
United States and Canada. 
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1957 the $5.8 million 
paid for intercontinental 
jetliner 1960. 

Passenger traffic growth has 
justified these 
penditures. During the past ten 
years, passenger traffic 
creased fourfold, from billion 
billion revenue passenger 
miles. After decade jet opera- 
tion, estimated that this fig- 
ure will again more than double 
billion revenue passenger 
miles 1970. 


MERITS JETS 
Businessmen who recognized the 
benefits commercial aviation 
were early contributors the in- 
growth. recent survey 
showed nearly two-thirds all 
first-class travel business travel. 
The possibilities now unfolding 
before business executives de- 
pending commercial jet avia- 
tion help them cover geo- 
graphically scattered itinerary 
short period time are more 
easily seen examination 
the merits this new jet equip- 
ment. 


Physical Features 


step, the DC-8 and the 
Boeing 707 have achieved in- 
crease speed equal that 
achieved the two decades be- 
tween the DC-3 and the DC-7C. 
During that period, aircraft cruis- 
ing speeds advanced about 175 
miles per hour maximum 
350 miles per hour. The will 
match that advance, cruising 
550 miles per hour with top 
speed approaching 600 miles per 
hour. 

The more than twelve 
times than the DC-3, 
commonly referred the work 


heavier 


commercial aviation. 
Gross weight the (air- 
craft, fuel, passengers, cargo, and 


mail) 310,000 pounds—more 
than twice the weight the larg- 
est commercial piston engine 
planes now flying. The DC-8, 
with capacity 127 150 pas- 
sengers, depending seat con- 
figuration, holds more than seven 
times many air travelers the 
DC-3 and can carry them more 
than fourteen times far. 
fully-loaded has range 
more than 5,600 miles; the DC-3 
has range just 400 miles. Fuel 
capacity the DC-8 turbojet 
23,400 gallons, twenty-three 
times great that the DC-3. 
The significance this figure 
less difficult comprehend when 
related the average motor- 
ist, who drives 12,000 miles year 
and gets fifteen miles the gal- 
lon. could drive for more than 
twenty-nine years the amount 


fuel takes fill one DC-S. 


Flying Time 


even more significance the 
business executive the fact that 
transcontinental jet trip takes 
little more than four hours, which 
was the flying time Twin 
Cities-Chicago trip 1929. Now 
New Yorker can breakfast 
home, fly Los Angeles, break- 
fast again, attend important 
morning conference, lunch the 
airplane, and home time for 
late dinner. longer trips, the 
matter continually arriving 
cities time for the same meal 
posing potential problem 
which airlines are now working. 

longer air trips, the time 
saved traveling commercial 
jet even more significant. 
9,000-mile trip from Washington, 
D.C. Hong Kong now requires 
thirty-nine hours with DC-7C air- 
craft even via the relatively short 
North Pacific route. Jet service 
will shorten the trip twenty- 
two hours, saving nearly day 
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the air. The return trip will leave 
Tokyo the evening, cross the 
international date line, and arrive 
Seattle noon the day 
left Japan. 


COSTLY INTRODUCTION 


Length trip, number passen- 
gers carried, number flights 
scheduled, and potential market 
growth are taken into considera- 
tion each airline considers its 
jet aircraft requirements. 

The Orient route and transcon- 
tinental nonstops dictated pur- 
chase Northwest Orient Air- 
operation next year, plus fleet 
Lockheed Electras, which are 
now operation such shorter 
hauls the Chicago-Twin Cities 
run. The cost this initial jet re- 
quirement Northwest will 
$67 million. The money needed 
finance this fleet coming from 
twelve insurance companies; fif- 
teen banks; $40 million 20-year 
money; $32.5 million 7-year 
money; and $11.5 million from 
the sale 457,000 shares pre- 
ferred stock authorized for issue 
company shareholders. The 
remainder will obtained from 
the sale present piston engine 
equipment, 
and from earnings. Also involved 
these fiscal requirements the 
retirement $34.3 million out- 
standing piston equipment loan. 

Similar financing programs are 
found throughout the indus- 
try, adding industry- 
wide jet bill that will contribute 
more than billion the na- 
tional economy. 


Training Crews 


The financial burden the ait- 
lines compounded the cost 
training crews and overhaul- 
ing aircraft maintenance facili 
ties 


cost 
aul- 
cili- 


Find Duplicating With The Heyer CONQUEROR 
Easy Dialing The Just Fast! 


Conqueror Prices 
Begin $214.50* 


This low price for the 
MODEL 70—Hand operated 
with all features except elec- 
tric drive. MODEL 76A— 
Electric, automatic start- 
stop $299.50.* MODEL 76B— 
Automatic, electric with 11” 
and 14” cylinder stop 
selector $324.50.* 


*Plus Federal Excise Tax 


“Always Makes 
Good Impression” 


After few minutes’ instruction, any- 
one can duplicate clear, sharp copies 
anything typed, written drawn 
spirit master with the Heyer 
Automatic Electric Mark III 
Conqueror. Just snap the master 
place and push the motor bar. Presto 
minutes later the last sheet 
printed and the Conqueror shuts off 
automatically! You have 330 copies 


colors. You’ll also appreciate 
the time saving visible fluid supply and 
the feed tension control which lets you 
dial correct tension for anything—thin 
papers post cards, even newsprint. 


And your Heyer Conqueror never be- 
comes obsolete. Parts are available for 
Heyer Duplicators made many years 
ago and new advances are designed for 
adaption present Conquerors. 


HEYER INC. 1830-B South Kostner Avenue Chicago 23, 
Please send Personalized Desk Pad and Literature 
Conqueror Duplicators. 
would like have one week FREE trial Conqueror 
Spirit Duplicator. 
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NIAGARA FRONTIER... 
salesman two nations! 


Major Seaway port... 
PLANT SITES WAITING! 


Here’s area with solid, diversified growth behind and spec- 
tacular potential! Three-quarters all industrial 
categories listed the Census Bureau are repre- 
sented here. It’s major center steel production... 
grain milling...electro-chemical 


lurgical production. 


The Niagara Frontier is a transport center 
the midst big market. 
The Port Buffalo, that han- 
dled over twenty-three million 
tons cargo last year, now 
the first major U.S. port-of-call 
the St. Lawrence Seaway. 
The Frontier linked the 
whole populous northeast 
the New York State Thruway. 
served rail lines and 
over 200 scheduled airline 
flights day. Just over the 
Peace Bridge lies Southern 
tario, home more than half 
all Canadian manufacturing 
output. More than 55% all 


U.S. citizens, more than 
all Canadians live within 500 
miles this busy link between 
two thriving nations. 

There are good manufacturing sites avail- 
able the Frontier. Pure water 
limitless; low cost power 
plentiful; there’s ready access 
all kinds raw materials; 
solid labor force offers skill 
well brawn. For specific in- 
formation available sites for 
your business write, wire 
phone the Director Area De- 
velopment, Niagara Mohawk 
Power Corp. Dept. BH-12, Erie 
Blvd. West, Syracuse 


NIAGARA MOHAWK 
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and prop-jets. Months before new 
jet equipment arrives, training 
classes are arranged for pilots, 
navigators, flight engineers, air- 
craft mechanics, 
chanics, propeller mechanics, 
flight dispatchers, meteorologists, 
equipment servicemen, steward- 
esses, stewards, engineers, and 
transportation agents. Even in- 
structors must school before 
beginning train personnel. 

Examination one air carrier’s 
program again draws this into 
sharper focus. Training personnel 
handle the Lockheed Electra 
will cost Northwest Orient Air- 
lines 12,000 
man-days, 5,300 days which 
will toward mechanic training 
and 3,800 into pilot ground 
training. problem 
while school going will 
juggling personnel keep the 
airline running. 


million and 


Special Equipment 


Another million will poured 
into special equipment needed 
service jet 
Tools and equipment required for 
the overhaul Lockheed Electra 
and DC-8 engines will account 
for $3.36 million, while tools and 
equipment needed overhaul 
airframes these two aircraft 
will account for $1.47 million. 
Apron servicing equipment, such 
passenger steps, ground power 
units, and air-conditioning units 
will cost $2.1 million. new 
fuel storage and distribution sys- 
tem, 
kerosene-type fuels and consume 
more than piston aircraft, will use 
$700,000. 

The cost assorted pieces 
ground service equipment ex- 
emplifies what involved 
bringing jet flying the traveling 
public. Mobile ground power 
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Production Line 


Walls Cut Costs 


*Precast concrete panels are 
used enclose building frameworks every 
type, permitting substantial savings com- 
pared conventional wall construction. 


Concrete Construction Products 


Precast, insulated wall panels are produced 
American-Marietta under con- 
ditions for industrial, commercial and office buildings. 


Functional well decorative, they are cast 
standard and special sizes with effective built-in 
insulation core. Exterior surfaces, available many 
textures, colors and designs, provide unlimited 
architectural possibilities. 


A-M wall panels are trucked directly the building 
site and quickly installed. recent industrial 
installation 3,000 square feet wall area per day 
was enclosed nine man crew. 


This new concept wall construction, pioneered 
A-M’s Marietta Concrete Division, another ex- 
ample progress building methods through the 
efficiency precast concrete. 


American-Marietta invites you send for its new page brochure, 
Products, depicts A-M’s progress through creative research and 
strategic diversification—from the Company’s inception 1913 its recog- 


nized position today one the nation’s leading industrial corporations. 


PAINTS PRINTING INKS DYES 


RESINS ADHESIVES 
CHEMICALS SEALANTS METALLURGICAL PRODUCTS 
ENVIRONMENTAL TEST EQUIPMENT HOUSEHOLD PRODUCTS 
CONSTRUCTION MATERIALS LIME REFRACTORIES CEMENT 


American-Marietta 


Progress through Research 
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DAY 


units, furnishing electricity for 
prop-jet the ground, cost 
$15,000 each, and airline may 
need several dozen these. En- 
gine starter units cost $18,000 
each, and each airline may need 
two dozen more. special trac- 
tor designed tow the 
310,000 pounds costs $28,000; 
airline may need twenty 
these tractors. 


Employee Contracts 


Also compounding the airlines’ 
conversion problems the need 
negotiate equitable new con- 
tracts with employees. Fear 
the part unions that jets will 
mean layoffs hindering settle- 
ments, although airline industry 
history indicates that layoffs need 
not feared. the past, larger 
planes have stimulated additional 
passenger traffic and have neces- 
sitated the hiring additional 
personnel. the United States, 
the commercial airline fleet 345 
small planes 1938 has jumped 
1,829 large planes 1959. 


Salaries 


The aviation 
problems center around the cock- 
pit. Three questions now under 
discussion are: 

How many shall work the 
cockpit? 

Who should they be? 

What shall they paid? 


Large piston engine planes 
domestic flights carry two pilots 
and flight engineer. The Air 
Line Pilots Association has asked 
for three pilots. Two airlines have 
already agreed three pilots 
and flight engineer full jet 
airplanes. The salaries paid cock- 
pit personnel are based time- 
honored formula that the faster 
the plane and the more weighs, 


the more the pilot paid. But 
large jets are twice fast and 
twice heavy today’s largest 
piston aircraft, and application 
the time-honored formula results 
year. Modifications this for- 
mula are being worked out now 
between airlines and pilots. 


Maximum Utilization 


The huge investment each jet 
airplane creates another major 
problem for the commercial air- 
lines. Economical operation 
the airplanes well maximum 
advantage the passenger from 
the increased flying speed re- 
quires that little time possi- 
ble lost the ground. Ground 
servicing, baggage handling, and 
ticket counter check-ins must 
speeded with new techniques 
achieve the maximum utiliza- 
tion each aircraft. One manu- 
facturer established experimen- 


THE 


For industry with net worth 
little more than $750 million 
make commitments more than 
billion for the acquisition 
new equipment when its existing 
equipment not fully employed 
might regarded bit fool- 
hardy. Yet this what the air- 
lines the United States have 
done over the past year two, 
and with “little bit luck,” 
borrow line from Fair Lady, 


Mr. Starr Professor Public Utilities 
and Transportation, School Business, 
Indiana University. 
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tally that 150-passenger jetliner 
can serviced for turnaround 
flight thirty minutes—but do- 
ing requires nineteen pieces 
mobile equipment the ground. 


GREAT CHALLENGE 


Throughout its history, the prob- 
lems the air transport industry 
have grown increasingly difficult 
and complex. The transition 
the Jet Age, because offers the 
greatest single advance aircraft 
speed and capacity yet encoun- 
tered, presents the industry with 
its greatest challenge. None the 
mountable, however. Patience, 
perseverance, and careful man- 
agement the part the air 
transport industry will shrink the 
globe half and provide air 
travelers with new comfort and 
convenience that 
seemed inconceivable decade 
ago. 


BILLION EXPANSION PROGRAM 


AIR TRANSPORT 


Starr 


this long-range planning the 
part the airlines may prove 
just what the industry needs. 
The billion expansion program 
involves substantial risks, 
sure, but the airlines cannot stand 
still. They must forward 
backward, and they have chosen 
take the risk order for- 
ward accelerated pace. The 
regulatory, operational, and 
nancial problems associated with 
the coming jets are many, and 
often the case, they are in- 
terrelated. But viewed its en- 
tirety, the program appears much 
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America’s only 


For connections 


From your Main 


via Lake Central, then 
Miami, Denver, Kansas City, 
Angeles, San Francisco, and New 
York via jet service offered 
American, Continental, Delta, 
TWA, and United 
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MAIN ST. the JET age! 


more realistic than some its 
parts. 


BOUGHT 


The jets have captured the imagi- 
nation the American public, 
and popular opinion may that 
the billion are spent 
the acquisition 600-mile-an- 
hour, 150-passenger jets 
used largely transcontinental 
and overseas operations. Actu- 
ally, only little more than half 
the amount will spent 
jets. About per cent the 
new aircraft will 
powered 
not jets all, but what are known 
the trade turboprops. The 
gas turbine more efficient 
power plant than the conven- 
tional engine for the operation 
propeller-driven 
manufacturers are preducing tur- 
boprops various configurations 
for every type operation from 
local service the long-haul 
overseas transportation pas- 
sengers and cargo. 

the main, the turboprops be- 
ing acquired the airlines will 
able operate from any air- 
port now being served the 
trunk lines and eventually will re- 
place all the present four-motored 
equipment and much the two- 
motored equipment. 
nothing unique about this part 
the program the airlines; they 
are only continuing 
that they have followed ever 
since the DC-3 
DC-2 more than twenty years 
ago. Although the turboprops 
long flights will about hun- 
dred miles hour slower than 
the jets, they will, for most oper- 
ations, from fifty hundred 
miles hour faster than the 
piston-type aircraft that they re- 
place. addition being more 


comfortable for the passengers, 
the new aircraft will most cases 
more economical operate 
than conventional aircraft, since 
they will break even with load 
factors from per cent. 

must not assume, however, 
that the air transportation field 
will divided into two neat 
divisions, one served only 
turboprops and the other jets. 
Some airlines are still undecided 
whether use jets turboprops 
for medium-distance domestic 
operations. Jets are being im- 
proved constantly, and engines 
only year old are already ob- 
solete. Consequently, experience 
may indicate that jets should 
planned for turboprops. But 
whether jets turboprops are 
used, the problem facing the air- 
lines not much one finding 
hundred more passengers for 
2,000-mile flight one get- 
ting more people ride the air- 
lines for 100, 200, 500 miles— 
the field which the railways, 
the motor bus, and the private 
automobile still control billions 
passenger miles. 


PASSENGER TRAFFIC 


utilize fully the new equip- 
ment that the airlines expect 
have service 1962, there will 
have substantial increase 
the number persons using 
the airlines. One study released 
during the past summer indicated 
that the carriers would need 
billion passenger miles 1962, 
while the number miles that 
might anticipated 1962 
would about billion. Once 
the new equipment normal 
operation, the airlines should 
make satisfactory profit operat- 
ing between and per cent 
capacity. produce billion 
passenger miles per cent ca- 
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pacity would require nearly 130 
billion seat miles. The new equip- 
ment, jets and turboprops, will 
probably not produce more than 
billion, the outside bil- 
lion, seat miles when gets into 
full operation. Last year, the 
trunk lines and overseas carriers 
flew about billion seat miles 
with the equipment that being 
replaced and about billion seat 
miles with all the equipment 
service. 

assume that 1962 the 
airlines will flying some bil- 
lion seat miles with the equip- 
ment that has not been replaced 
jets turboprops, then the 
total seat miles the industry, 
other than the local carriers, will 
something between and 
billion, depending whether 
use the higher the lower figure 
the capacity the new air- 
craft. Operating per cent 
capacity, billion seat miles will 
require some billion passenger 
miles. air travel increases 
the annual rate that did during 
the last decade, the airlines 
1962 may expect something like 
billion passenger miles. There 
are, however, reasons believe 
that, with higher-speed equip- 
ment and satisfactory economic 
conditions, the industry may ex- 
pect something like billion pas- 
senger miles 1962. Despite the 
opposition the cas, the airlines 
are getting started the mass 
movement passengers, and 
coach traffic gaining much 
more rapidly than airline traffic 
whole. 


MOVEMENT MAIL 


Before long, the Post Office De- 
partment will have make some 
decisions with respect the 
transportation mail. 1929, 
the railways operated approxi- 
mately 1,500 mail train routes; 
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Mail Coupon Today 


FOR FREE BROCHURE 


Much Industry Prefers 
Locate Debt-Free 


RIGHT-TO-WORK LAW! 


The first such law enacted (and kept!) 
major industrial state. 


CORPORATION TAX! 


manufacturer’s tax! value-added tax! 
net worth tax! penalty tax! 
tax! sales tax! tax! 


ONLY ONE TAX-RATE 
INCREASE YEARS! 
Other state and local spending increasing 


37% faster than revenue. But Indiana 
live within our income! 


DIRECTOR, INDIANA DEPARTMENT COMMERCE 
333-H, STATE HOUSE 
INDIANAPOLIS, INDIANA 


Dear Sir: 
Please send copy your new 40-page brochure. 


NAME 


ADDRESS 


CITY STATE 


STATE DEBT! 


Indiana one only states still living 
within their income (as against 1946). 
Indiana has none the $60 billion state and 
local debt (which was only $16 billion 1946). 
Since Indiana’s constitution forbids bonded 
state debt, our new industries don’t pay yester- 
day’s bills! 


CENTER EVERYTHING! 


National manufacturing center, market center, 
sales center, shipping center, distribution center, 
warehousing center, population center! 
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1958, the number routes had 
dropped about 250, and the 
total mileage operated over these 
routes dropped proportionately. 
With the discontinuance pas- 
senger train service the rail- 
ways, becoming increasingly 
difficult for the Post Office De- 
partment furnish satisfactory 
mail service many parts the 
were moved the quick- 
est method, air mail traffic would 
approach 160 million ton miles, 
nearly twice what present. 
Air movement all second-class 
mail and parcel post packages 
six pounds and under moving be- 
yond zone three would produce 
more than 400 million additional 
ton miles cargo for the airlines. 

Most the 
equipment can handle cargo 


four motored 


direct flying cost about nine 
ten cents ton mile. Present 
cargo rates are around twenty 
cents ton mile, and the Post Of- 
fice Department pays from eight- 
een twenty cents ton mile for 
the transportation regular mail 
air. The transfer much the 
long-distance mail business from 
surface carriers the air carriers 
could produce more ton miles 
traffic than the carriers now pro- 
duce their total passenger bus- 
iness. Whatever amount mail 
business the Post Office Depart- 
ment decides transfer the 
air carriers between now and 
1962—and the amount may 
substantial—will 
able use for the aircraft now be- 
ing replaced jets. 


REGULATORY POLICY 
For the past five years, the 
has increased trunk-line competi- 
tion extending the routes 
many carriers into territories al- 
ready being served one 


the ceaselessly changing, proves itself ever more 
strongly the key our thought. underlies the concept 


MECHANIZATION TAKES COMMAND 


too dissolves into motion.... 


—Siegfried Giedion 


function and variables higher mathematics. And 
physics, the essence the phenomenal world has been in- 
creasingly regarded motion-process: sound, light, heat, 
hydrodynamics, aerodynamics; until, this century, matter 


more trunk lines. Where second 
carrier has been added mar- 
ket, has some cases improved 
the services for the public; but 
beyond certain point, the public 
does not benefit from duplication 
airline routes. Such duplica- 
tion serves only increase the 
unit cost operation the air- 
lines and add further conges- 
tion the already crowded air- 
ways and airports. addition 
the policy trunk-line route du- 
plication, the caB has granted 
twenty-three supplementary car- 
riers certificates for scheduled 
operation for periods from 
two five years. These carriers 
may operate between any pair 
cities and among many cities 
they choose anywhere the 
United States long they 
not offer more than ten round 
trips month between any one 
pair cities. 

The duplication the services 
between Washington and New 
York may extreme case 
from the point view duplica- 
tion, but not extreme in- 
dication policy. the 
present time, ten permanently 
certificated airlines offer service 
between Washington and New 
York. addition the perma- 
nently certificated carriers, the 
twenty-three supplementary car- 
riers may they choose offer 
total 230 round trips month 
between the two cities. From al- 
most any point view, this 
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amount air service between the 
two cities appears more 
than adequate. After our experi- 
ence with the railways, was 
accident that Congress should 
provide the act creating the 
caB that competition should 
limited “to the extent necessary 
assure the sound development 
air transportation system.” 
most trunk line routes, the 
amount competition 
duced the goes far beyond 
the original intent Congress. 


THE OUTLOOK 


The expansion program the air 
carriers has good chance suc- 
ceed and will all probability 
produce more passenger miles 
than are being forecast present. 
The increased speed the jets 
will raise the level passenger 
miles least per cent over 
what might anticipated with- 
out jets. The traffic the trunk 
lines this year may reach level 
some per cent higher than that 
year ago, and coach travel, 
with little cooperation the 
part the will show much 
larger annual gains the coming 
years than the per cent indi- 
cated for all air travel this year. 
The movement more mail 
air, and this 
could find the carriers with 
shortage rather than surplus 
equipment 1962. 
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COMPANY 
AIRLINES 
CRESCENT BOAT COMP 

RICAN THREAD COMPANY 

BARDEN 

NTERNATIONAL SILVER 
BRIDGEPORT BRASS COMPANY 
COMPANY 
BEARING COMPANY 

CHEMICAL WORKS 


BARD PARKER COMPANY, INCORPORATED 


J 
COMPANY, INCORPORATED 
MIDDLESEX COUNTY NATIONAL CORPORATION 
ELECTRIC COMPANY 


JOHN HANCOCK MUTUAL COMPANY 


FIRESTONE TIRE AND 
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employees against 
WESTERN ELECTRIC COMPANY, INCORPORATED 
NEW ENGLAND ELECTRIC SYSTEMS COMPANY 
el, 
di- 
le, 


The WESTWARD HO, 
fabulous Val- 
ury hotel with resort 
atmosphere, yet within 


@ New Thunderbird Room 
seats 1500, has ground-level 
doors for autos and large dis- 


plays. Projection room and 


fully equipped stage. 

Phoenix easily reached 


Santa railways; TWA, American, Western, 


Frontier and Bonanza airlines. 


Entire building air conditioned refrigeration. 
Open around. Special off-season rates 

Scenic center Southwest: Grand Canyon, Old 
Mexico, other thrilling side trips. 

phone our sales de partment lor convention planning 
kit. Phone Al pine 3 2181 


MEETING ROOM SEATS 
Thunderbird Room 

Turquoise Room 

Council Room 


Colonial Room 


Kachina Lounge 

Saratoga Room 

Six other smaller rooms accommodating 
people each. 


Also under same ownership and management! 
The GUNTER, San Antonio, Texas 
CONCHA, San Juan, 
Puerto Rico 


ARIZONA 


PHOENIX 
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Reader and Editor 


THE EDITOR’S DILEMMA 


(perhaps contrary the beliefs many 
authors are sensitive souls, and become keenly 
attuned reader opinion. After the editorial effort 
for issue over, there remains only the 
tion what the readers think it. Did present 
ideas clearly? Did succeed being 
Did give the reader something get 
elsewhere? Perhaps most important, did enjoy 
this issue? Unfortunately, maybe 
pleasing the reader simple task. The mail 
brings the verdict; letters the editor complete 
the communication loop. 


Our fellow editors who work for other publica- 
tions tell are most fortunate get the kind 
mail do. have yet receive anything 
completely unprintable (we hope this comment 
though “unkind” might the appropriate tem 
for some letters. For instance, the opening shot 
from one reader was “you give pain,” while 
another noted that make him laugh. Neither 
sult was intended, but help wondering 
about the contradiction. After mulling this over 
for while, stopped worrying about 
hoped that our laugh index was higher than our 
pain index. 

Editorial objectivity has the highest place 
scale values. strive mightily fair and 
give all viewpoints equal hearing. maj 
slightly naive about this, but are 
taken aback accusations bias public po! 
icy matters. Not long ago, reader twinged ou! 
conscience with “you guys are too, too liberal 
me. Why don’t you think about the other side 
the question sometimes?” 


Just were rushing view the “other 
the question,” the mail produced 
that compounded the problem. West Coas 
reader thought leaned the other way. 
your editorial policy displays very 
prejudice. the selection authors and 
matter, the cards are stacked give the 
servative viewpoint. This does service 
ness readership. You would much better 
sent honest, thought-provoking examination 
the issues and offer progressive, 
opinions. The major weakness the business 
munity has been its complete inability grasp 
problems the larger society. this 
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corrected soon, our American enterprise sys- 
tem doomed extinction.” 

Thinking about this, started looking back 
see had unwittingly “stacked the cards.” Per- 
haps had indeed gone astray without realizing 
it. Looking through copy last issue 
found note appended the Consultation fea- 
ture, “Organized Labor the Decade Ahead.” 
The note referred letter accusing being 
one-sided the presentation this Consultation. 
More specifically, the letter said: “Loading the 
Consultation panel with labor leaders was, 
judgment, mistake. Labor leaders are for the 
most part expedient, and what they say they in- 
tend the next ten years will hardly come 
pass. Furthermore, gave them respectable 
sounding board for propaganda distortions 
truth. would have been much better, believe, 
there had been members this panel from the 
objective academic world, men capable analyz- 
ing ahead.” 

This reader obviously was not concerned about 
any “ultraconservative viewpoint.” his opinion, 
fell from grace presenting the labor view- 
point the words labor leaders themselves. 
take solace lesson learned from experience 
that any attempt throw light labor question 
will invariably generate lot heat. Last spring 
article entitled “The Weakening Managerial 
Rights” prompted one reader comment: 
well written and makes excellent statement 
from the management standpoint. But get 
complete picture there should some considera- 
tion the labor position.” 


This the sort thing that forms the editorial 
dilemma; but our better moments quickly 
admit that live without it. Every letter 
receive gets very careful attention, and are 
continually impressed with the quality most 
them. think that those who follow this column 
will agree. Let there doubts about the sig- 
nificance letters from readers. For Business 
Horizons they establish vital dialogue among 
editor, author, and reader that has important 
part shaping both the publication image and 
editorial policy. hope that more you will 
want write us. 

can forgiven another editorial comment 
space reserved for readers, want wish the 
very best the holiday season all you. May 
the new year bring you only the good things life. 


MCKINSEY AWARDS 


ANNUAL prizes will awarded—beginning 
1960—to authors the two best articles appear- 
ing Business Horizons. The first prize $1,000 
and the second prize $500 will conferred 
for articles that best meet the principal objectives 
Business Horizons. 

The were made possible through 
grant made the McKinsey Foundation for 
Management Research, Inc. Members McKin- 
sey Co. and the Business Horizons staff and 
other members Indiana University personnel 
are not eligible for the awards. 


LEARN good readers, which perhaps more difficult thing 
than you imagine. Learn discriminative your reading; 
read faithfully, and with your best attention, all kinds things 
which you have real interest real, not imaginary,—and 


which you find really fit for what you are engaged in. 


—Carlyle 
MISCELLANIES 
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Aluminum Foil brings 
tempting dishes from the world’s finest chefs 
right into your home 


The rigid foil containers above have two 
things common: All were made hold 
baked frozen food. All were made 
Anaconda Aluminum Foil. 1958 alone, 
Anaconda produced hundreds millions 
aluminum foil containers all shapes 
and sizes. 

Versatile aluminum foil brings many 
advantages the food field. makes 
packaging far more convenient and attrac- 
tive, besides being moisture-proof, taste- 
proof, odorproof and lightweight. The list 
products packaged better with alumi- 
num grows steadily longer. Take frozen 


foods, prime user foil: last year, 
frozen foods alone rang total sales 
close four billion dollars. 1965, econ- 
omists tell us, Americans will buying 
five six times more! Truly, this foil- 
inspired packaging revolution just 
getting started. 

Joining vigorously the development 
America’s aluminum future, Anaconda 
has blended all its aluminum facilities 
into one new subsidiary, Anaconda Alu- 
minum Company. The result inte- 
grated organization embracing almost 
every phase aluminum production— 


from alumina pig and ingot through 
the fabrication commercial products 
such foil, coiled and flat sheet, rod, bar, 
structurals, tube and extruded shapes. 

addition, substantial quantities 
wire ingot are supplied another Ana- 
conda subsidiary, Anaconda Wire and 
Cable Company, for the production 
wide range aluminum wire and cable 
electrical conductors. 

Anaconda’s growth aluminum 
typical example development program 
that seeks offer better products and 
services both industry and consumer. 


NACONDA 
LUMINUM 


General Offices: Louisville 1, Kentucky 
Reduction Plant: Columbia Falis, Montana 
Fabricating Plants: Terre Haute, ind. Louisville, Ky. Fair Lawn, N.J. San Gabriel, Calif. 
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PATTON 


Administering Executive Compensation 


good program convincingly rewards above-average performance. 


LONG-TIME president General Mo- 
Alfred Sloan, Jr., was once asked 
the success the big automobile manufac- 
turer could credited the company’s ex- 
ecutive incentive plan. Mr. Sloan replied, “The 
success General Motors might more cor- 
rectly credited our policy providing 
men opportunity exercise their talents 
and administering the incentive plan re- 
ward their competence. compensation pro- 
gram, however skillfully designed, any bet- 
ter than its administration.” 

The wisdom Mr. Sloan’s comment the 
need for effective compensation administra- 
tion would not questioned many execu- 
tives. However, the definition what consti- 
tutes good compensation administration and 
how judged would vary widely. 


Mr. Patton director McKinsey and Company, Inc., 
management consultants. 


For example, company that has made 
determined effort over the years improve its 
compensation administration would have its 
own interpretation Mr. Sloan’s remarks. The 
exercise their talents would interpreted 
mean that individual responsibilities and 
authorities are clear cut; the company organ- 
ized that decisions are made the lowest 
level that compatible with the needs the 
business and individual development; promo- 
tional opportunities are made available men 
who outstanding work; and top manage- 
ment accepts the risks growth provide 
these promotional opportunities. Administra- 
tion “the incentive plan reward their 
competence” would interpreted mean 
that the company has developed program for 
spelling out the performance expected each 
executive; yardsticks are available for judging 
how effectively each man doing his job; top 
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management holds each executive account- 
able for his performance; and promotion, merit 
increases, and any bonus payments reflect in- 
dividual performance. 

these terms, compensation administra- 
tion integrates company programs with re- 
sults, individual responsibilities with accom- 
plishments, and each these with the rewards 
and penalties business life. Needless say, 
many companies fall short one more 
these elements good compensation adminis- 
tration. Indeed, there are those who not 
agree that all these elements are necessarily 
good. However, more and more outstanding 
companies have moved the direction such 
integrated approach compensation ad- 
ministration, arid the results speak loudly for 
its effectiveness. 


INTEGRATED PLANNING 


Broadly speaking, the integrated approach 
executive compensation administration might 
said consist four major elements: 


Effective use the various compensa- 
tion devices 

compensation program meeting com- 
pany needs 

profit-oriented internal company en- 
vironment 

Controls ensure consistent compen- 
sation administration 


Effective Use Devices 


The integrated approach compensation ad- 
ministration recognizes that executive com- 
pensation has become complex elements 
(salary, bonus, stock options, pension, profit- 
sharing, and deferred having 
varying degrees usefulness depending 
circumstances within the company and its in- 
dustry. While salaries and pensions have vir- 
tually universal application, the relative value 
bonus plans, stock options, deferred com- 
pensation, and other fringe benefits 
compensation program cannot taken for 
granted. certain industries, stock options 


may have less motivational value from the 
stockholders’ viewpoint than salary program 
that well-administered, incentive com- 
pensation may some instances provide 
greater motivation than deferred compensa- 
tion profit-sharing plan. 

Too many companies have adopted each 
new compensation device that became popu- 
lar without assessing the relative value alter- 
native courses action their particular situ- 
ation. Contingent deferred compensation, for 
instance, may have little value company 
with relatively low-paid young executives. 

Then, too, may not advisable for com- 
pany use all available forms compensa- 
tion for all levels management. Stock op- 
tions provide case point. Options are 
designed whet the acquisitive instincts 
executives, provide incentive for them 
increase the price the stock boosting 
company profits, and help them build 
estate offsetting, least part, the heavy 
personal income taxes higher compensation 
levels. The primary purposes stock options, 
therefore, essentially motivate those mem- 
bers management who strongly influence 
company profits and who are sufficiently 
high tax brackets benefit materially from the 
capital gains that result from their actions. 

Table shows how the stock option plan 
one company was designed offset the impact 
the graduated income tax various levels 
management. 


TABLE 


Effect Stock Options Executives’ After- 
Tax Income 


Capital Gain After-Tax 


Estimated After plus 
After-Tax Options Capital Gain 
Income per Year Percentage 
Total Cash Cash for Cash 
Compensation Compensation Ten Years® Compensation 
$240,000 $72,000 $144,000 
150,000 59,000 79,000 
95,000 46,000 43,000 
65,000 37,000 26,000 
45,000 29,000 14,000 
30,000 21,000 5,400 


*Assumes doubling the value the stock, spread annually 
over ten-year period. 


Files McKinsey and Company, Inc. 
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The conclusion indicated this table that 
the effect the graduated income tax can 
offset, even high income levels, executives 
are provided with adequate options and they 
push company earnings enough materi- 
ally increase the price the stock. other 
words, companies should select the compensa- 
tion devices that maximize the motivation pro- 
vided the expenditure made. 


Program That Meets Needs 


The competitive environment which com- 
pany operates varies widely among industries. 
Some are highly competitive, with survival 
itself depending the quality executive 
talent employed. The television industry pro- 
vides classic example mutually destructive 
competition, for two-thirds the companies 
turning out television sets the peak few 
years ago have withdrawn from the market. 
Top companies such industry normally 
pay their executives well above the average. 
Furthermore, the critical importance execu- 
tive skill determining the color ink used 
the profit-and-loss statement leads wide- 
spread use incentive bonus plans, stock op- 
tions, and other such performance-oriented 
compensation devices. 

the other extreme are those industries 
facing less hazardous environment and en- 
joying less dependency the unusually tal- 
ented Such industries generally 
pay below-average compensation their ex- 
ecutives and are relatively infrequent users 
performance-oriented incentive bonus and 
stock option plans. 

The optimum mix compensation devices 
will depend the competitive environment 
which company finds itself. one end 
the competitive spectrum essential 
make liberal use every available financial 
motivation attract and hold men both will- 
ing accept great risk and capable being 
right most the time. the other extreme, 


Arch Patton, “What Management Should Know 
About Executive Compensation,” Dun’s Review and 
Modern Industry, (February, 1957), 


much the risk has been eliminated; hence 
the need for the high entrepreneurial reward 
may have been reduced. 


adapting its executive compensation pro- 
gram the competitive environment the 
industry, top management faces important 
choice alternatives. can decide espouse 
compensation philosophy that seeks ap- 
proximate the industry average one that 
seeks above below this level. There 
persuasive evidence that the compensation 
program providing the greatest incentive for 
the expenditure one that maintains 
above-average compensation philosophy and 
administers the program get above-average 
performance. 


not necessary that company offer its 
executives above-average salaries, bonuses, 
options, and pensions attain this objective. 
However, essential that the net effect 
top actions provide convincing 
evidence its intent consistent with 
above-average compensation philosophy, in- 
cluding that part calling for above-average 
performance executives. Obviously, the 
more intense the industry’s competition, the 
greater should the above-average compen- 
sation margin. Since executive compensation 
accounts for barely per cent the average 
company total payroll, the cost the above- 
average portion executive compensation 
modest relation the potential advantages 
the company. 


Profit-oriented Internal Environment 


The creation company environment that 
induces executives believe that they are be- 
ing rewarded for their individual efforts 
build company profits one the most 
cult arts management. However, the 
key maximizing the effectiveness execu- 
tive compensation administration. 


company has been called “the lengthening 
shadow the president.” This certainly true 
where shaping company environment con- 
cerned, for the shadow cast the chief ex- 
ecutive all-important. the president urges 
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executives competitive but insists re- 
warding seniority coddling poor performers, 
his actions nullify his words and the environ- 
ment remains seniority-oriented. 


Executives appear most willing be- 
lieve that their rewards match their efforts 
when they have evidence that top manage- 
ment knows what expected them, has 
factual basis for judging how well they accom- 
plish their aims, and consistently rewards 
them with promotions, pay raises, and bonuses 
terms their individual performance. 
important, therefore, that the management 
process involve both goal-setting for individ- 
ual executives and sufficiently objective ap- 
proach performance appraisal that each 
man recognizes that his rewards are reason- 
ably consistent with his contributions. 
also important that management accept its 
basic responsibility choose between out- 
standing and poor performers and reward 
and penalize with minimum favoritism. 
There every evidence that reward without 
penalty has only limited value developing 
performance-oriented executive team. 


Executives all levels appear realize in- 
stinctively that performance appraisal ex- 
tremely difficult. Therefore, they are suspi- 
cious any approach appraisal that does 
not involve both quantitative and qualitative 
bases for judging individual performance. 
They recognize that when mathematics the 
principal determinant reward penalty, 
quirks fate beyond their control can seri- 
ously and unfavorably affect the end result. 
Similarly, the average executive resents be- 
ing measured largely terms subjective 
criteria. There solid evidence that executives 
have the greatest faith appraisals that are 
fact-based but include objective judg- 
ment the difficulties surmounted the 
individual. 


The need for better performance appraisal 
techniques has developed rapidly compa- 
nies have experimented with integrated ap- 
proach planning and control compensa- 


tion administration. The most effective means 
appraisal yet devised simple concept 
and integrates long- and short-range company 
programs with the responsibilities individ- 
ual executives. This annual planned perform- 
ance program takes long-term 
objectives and translates them into corporate 
targets for the year ahead. Over-all company 
targets are then broken down into functional 
goals accomplished individual execu- 
tives. The individual goals are agreed be- 
tween the executive and his superiors the 
beginning the year, and performance ap- 
praised the end the year against these 
specific quantitative and qualitative goals. 


Each executive thus has planned for the 
year ahead program that directs his energies 
toward accomplishing agreed-upon objectives. 
His ability carry out these assignments pro- 
vides the basis for appraising his performance, 
making allowance for the difficulties involved 
his accomplishments and his control over 
such difficulties. 


The advantage this approach, course, 
that sets accomplishments expected 
the individual terms company goals. 
other words, discipline that forces top 
management specify company plans for the 
future and relate these plans accomplish- 
ments individuals. More important, per- 
haps, the planned performance approach 
logical and necessitates the treatment indi- 
vidual responsibilities such realistic terms 
that executives are ready believe the va- 
lidity the resulting appraisal. Experience 
has shown that this task-focused approach 
appraisal makes easier for supervisor 
discuss performance with subordinate. 


Consistent Compensation Administration 


Mr. Sloan commented, compensation plans 
are only effective their administration, 
and controls are key factor administration. 
The outstanding contribution made the 
rapid improvement control techniques re- 
cent years lies the consistency they permit 
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management bring bear administering 
the salary-bonus-promotion complex. 

For example, not unusual find many 
instances where executive passed over for 
merit increase and then awarded larger 
bonus; promoted executive receives 
smaller salary increase than the merit increase 
given executive who has been passed over 
for promotion; executive whose perform- 
ance has warranted reduced bonus given 
merit increase. Such actions are inconsistent 
and undermine the willingness executives 
believe the fairness compensation admin- 
istration. 

The controls currently being used indus- 
try improve effectiveness 
this area vary both with the sophistication 
management and the needs the business. 
However, there element uniformity 
about them, for they are usually designed 
provide management with information that 
permits consistent action and integrates the 
compensation program with company and in- 
dividual performance. 


SPECIAL CONTROLS 


Large-Company Controls 


Because the multiplicity administrative 
problems, large companies have developed 
number special controls. Some years ago, 
one the largest companies discovered that 
the highest-paid per cent the employees 
concern having 20,000 more employees 
constituted the executive group. Further, 
found that for each 1,000 employees added 
the payroll beyond the 20,000 figure, ten were 
executives and one was policy-level execu- 
tive. Thus, the highest-paid one-tenth per 
cent covers policy-level executives, with the 
top per cent embracing the entire executive 
group. 

Experimentation disclosed that relating 
the compensation paid the top per cent 
the total payroll, possible compare the 
financial motivation offered executives 


companies with 20,000, 100,000, and 200,000 
more employees equitable This 
makes possible for company realistically 
assess the proportions the executive com- 
pensation problem that may face. For exam- 
ple, one large company major industry 
found that the proportion the total payroll 
going its highest-paid per cent, the execu- 
tive group, broke down the levels shown 
Table 


TABLE 
Total Payroll Breakdown 
Proportion Percentage Total 
All Employees Number 
(per cent) Executives Company Industry 
0.01 0.16 0.28 
0.03 0.37 0.62 
0.05 0.55 0.88 
0.07 0.72 1.12 
0.10 0.95 1.44 
0.30 120 2.10 3.02 
0.50 200 2.97 4.19 
0.70 280 3.85 5.15 
1.00 400 5.25 6.35 


Files McKinsey and Company, Inc. 


This particular company paid below the in- 
dustry average all executive echelons. How- 
ever, the greatest disparity occurred the top 
level, where the proportion payroll allo- 
cated this group executives was less than 
per cent industry figures. These cold sta- 


tistics obscure some substantial dollar com- 


pensation variances. When the percentages 
are translated into dollars, the enormity the 
problem thrown into sharp perspective. The 
actual dollar differential executive pay be- 
tween the company and its industry shown 
Table 

any standards, this analysis offers food 
for thoughts. When top manage- 
ment, the top 0.1 per cent, paid nearly one- 
third under the average and per cent below 


Arch Patton, “Does High Executive Pay Mean 
High Profits?” The Controller, (February, 1958), 
59-62. 
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the top-paying company the industry, 
company’s ability compete successfully for 
man power and profit open question. 
Table also indicates that lower levels man- 
agement are paid much closer the industry 
figure. 


TABLE 


Dollar Differential Between Company and 
Its Industry 


Proportion Cumulative Average Company- 
(per cent) Company Industry Percentage 
0.01 $65,000 $97,000 
0.03 35,000 52,000 
0.05 28,000 
0.07 26,000 38,000 
0.10 23,000 34,000 
0.30 18,000 25,000 
0.50 14,000 19,000 
0.70 13,000 15,000 
1.00 12,000 13,000 


Files McKinsey and Company, Inc. 


This unique tool for measuring the propor- 
tional compensation management con- 
trol device top rank big companies, for 
analyzes the financial motivation being pro- 
vided executives without regard for organiza- 
tional differences. assumes that the higher- 
paid job worth more, and balance this 
true. 

Another useful large-company control 
found comparisons between top functional 
jobs division. Assuming, for example, that 
there are ten divisions company, this ap- 
proach involves averaging the compensation 
the top six seven positions, such the 
division head, and sales, manufacturing, engi- 
neering, accounting, and purchasing man- 
agers. This average figure then used 
divisor arrive ratio for each manage- 
ment position the division. 

examination the ratios developed for 
four ten divisions particular company 
and comparison with average divisional 
ratios shown Table 


TABLE 


Ratio Comparisons Divisions 


Ten-Division Division Ratios 


Average 

Position (per cent) 
Division manager 167 180 190 175 148 
Sales executive 117 115 145 138 109 


Manufacturing executive 107 125 
Engineering executive 112 120 


Files McKinsey and Company, Inc. 


This analysis indicates that the compensa- 
tion executives Division approximates 
the divisional average; that the division man- 
ager and the sales executive Division are 
unusually highly paid; that line executives 
Division are paid well above average, but 
that the compensation staff men falls sub- 
stantially below average figures; and that the 
manager Division paid somewhat be- 
low the average, while the engineering execu- 
tive receives well above the average. These 
relationships may entirely justified. How- 
ever, they are sufficiently different warrant 
attention. This control focuses attention the 
exceptions and provides means ensuring 
that unusual relationships are reviewed. 


Salary Administration Controls 


The salary structure the foundation 
which the entire compensation pyramid rests. 
the salary structure too low too high 
unbalanced among executive levels, all other 
compensation devices are subject stresses 
result. For example, salaries are not 
reasonable balance, the bonus executive 
may reduced because his salary too high. 
Since the bonus intended reward for 
short-term performance, such action incon- 
sistent with the objective and tends under- 
mine belief the bonus plan reward. 
the same token, when undersalaried execu- 
tive receives larger bonus just even him 
up, the salary aspect compensation jeop- 


ardized. 


vs 


ADMINISTERING EXECUTIVE COMPENSATION 


One the frequently overlooked risks 
salary administration lies starting salaries. 
large manufacturer discovered that the 
sharp rise offers made graduating engi- 
neers seriously undermined its engineering 
compensation program. found, for example, 
that graduate engineer hired 1950 and 
given per cent increase each year since 
was only one merit increase ahead the 
newly hired engineering graduate 1958. Yet 
the older man had nearly decade practical 
experience built into his kit skills. 


correct this myopia regarding compensa- 
tion, many technically oriented companies 
have developed compensation curve for pro- 
fessional employees. Starting with the current 
hiring rate for technical graduates, this curve 
shows what the above-average, average, and 
below-average man paid years since grad- 
uation. These salary ranges for outstanding, 
average, and poor performers technical 
areas thus vary with experience and, hence, 
are seniority-oriented. While this involves 
some risk, makes possible recognize the 
contributions that can made out- 
standing technician with administrative 
responsibility. 


The years-since-graduation concept also has 
great value the early identification out- 
standing talent. One large company discov- 
ered that the only early career characteristic 
their top executives had common was that 
within two years after joining the company 
they had begun earning above-average com- 
pensation and that this differential had wid- 
ened with the years. Education, school marks, 
family background, and the like appar- 
ently had only random effect ability 
reach the top. The point here that years since 
graduation not used device for adminis- 
tering compensation but means identi- 
fying the outstanding performers. 


One the important controls salary ad- 
ministration objective evaluation the 
various executive positions and assignment 
values them. The usual approach 
group positions appropriate levels respon- 


sibility, shown Figure The dots the 
graph indicate the number jobs above, be- 
low, and within the compensation ranges de- 
termined for these positions. these ranges 
are soundly set and changed reflect compen- 
sation trends and relative job values are kept 
balance, management has constantly ad- 
justing gauge its salary position. 


Concerning this particular company’s salary 
administration, Figure shows (1) that sala- 
ries are low all management levels; (2) that 
executives the upper levels are particularly 
poorly paid; and (3) that salaries the lower 
levels are unusually flat, considering the rela- 
tively substantial differences responsibility. 
Such control device constant reminder 
weak spots the salary program and the 
specific situations that require attention. 


FIGURE 


Comparison Current Salaries and Salary 
Ranges 
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MANAGEMENT POSITION LEVELS 


Although widely used, this approach has 
unfortunate psychological weakness; once 
job has been adjudged equal value 
another job, becomes difficult change this 
tandem relationship. Yet there can little 
question that executives large measure 
make their own jobs, and the administrative 
process should flexible enough permit 
the changes that individual skill necessitates. 
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overcome this very real weakness, some 
companies not use the level grade con- 
cept evaluating management positions; in- 
stead, they assign values individual jobs and 
change these values when conditions warrant. 
The freezing effect tandem relationships ap- 
pears less pronounced and changes are 
more readily effected when this approach 
used. 


Figure suggests some controls based 
the salary structure that are widely used. The 
so-called mid-point control merit increases 
usually specifies that when salaries grade 
function average below the mid-point, merit 
increases may made. However, when sala- 
ries average above the mid-point, increases 
may authorized. This approach works well 
when turnover high and new hires are con- 
stantly being added the bottom the range 
bring down the average. But when turnover 
company varies widely from division 
division function function, mid-point con- 
trol may create many problems solves. 

This control suggests philosophy, which 
has gained considerable following, that when 
employee paid below the salary mid- 
point, increases should reflect increasing ex- 
perience (seniority) but that future raises 
should reflect merit when salary 
reaches the mid-point. The experience 
good many companies that have accepted this 
philosophy suggests that when two standards 
exist for granting raises, seniority displaces 
performance just soft money economy 
displaces hard money. 

addition knowing where stands from 
over-all salary viewpoint result 
the position evaluation process, management 
needs sure that salary increases are con- 
sistently administered. This involves consider- 
ation the size the salary increase and the 
number increases granted. The growing use 
budgets business planning offers ad- 
ministrative tool, but the budgeting merit 
increases has not been widely accepted yet. 
However, its use expanding steadily the 
value budgeted merit increases ensuring 
consistency understood. 


Figure shows comparison between merit 
increases two divisions large manufac- 
turing company; functional groups within 
each division can similarly compared. Each 
dot represents the percentage merit in- 
crease salary. Thus, merit increases Divi- 
sion averaged far below those Division 
and both divisions reported marked declines 
merit increases among higher-paid jobs. 


Figure companion piece Figure 
shows the proportion executives receiving 
merit increases during the year. This figure in- 
dicates that eligible executives Division 
not only received smaller merit increases but 
received fewer them sizable margin. 
This was quite noticeable lower echelons. 

the merit increase pattern indicated 
these charts were permitted continue for 
any length time, serious imbalance would 
develop with one division being relatively 
overpaid and the other underpaid. This hap- 
pens with considerable frequency industry, 
both among divisions and functional groups, 
because lack such control information. 
The obvious result, course, for the higher- 
paid group company attract personnel 
from the lower-paid unit and make more 
difficult adequately staff the latter. 


Promotion Administration Controls 


Promotion the most powerful incentive 
motivational arsenal, for of- 
fers prestige well money. But promotion 
more than individual incentive; neces- 
sitates disclosure basic phi- 
losophy rewarding executives. Lower eche- 
lons are quick recognize the environmental 
implication when high-performing younger 
man promoted over the head older 
executive whose performance only average; 
indicates performance-oriented environ- 
ment. the same token, the promotion the 
older executive this instance, despite the 
outstanding performance the younger man, 
would accepted the executive group 
proof that seniority carries greater weight with 
management than performance. 
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EXECUTIVE COMPENSATION 


FIGURE 


Comparison Base Salaries and Merit Increases 
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FIGURE 


BASE SALARY GROUPS (IN THOUSANDS DOLLARS) 
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Thus, promotion must regarded not only 
reward for individual but incen- 
tive executives all levels. Mistakes that 
are made salary bonus payments are rec- 
ognized few and are corrected relatively 
easily; but promotional mistake exposed 
all, has powerful repercussions company 
attitudes, and usually painful correct. 
this light, promotion worthy careful study. 
Yet relatively few companies are the pro- 
motional decisions line management subject 
penetrating review that weighs all avail- 
able intelligence. 

Table shows simplified form the statisti- 
cal aspects one company’s approach such 
review. five-year history each the 
three executives being considered for promo- 
tion shown, covering five key individual per- 
formance measures: 

Bonuses received percentage the 
normal bonus award, which varies sal- 
ary level, are considered extremely 
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Horizons 


important because great deal time 
spent each year weighing the perform- 
ance individual executives for bonus 
purposes. 


Merit increases received are given care- 
ful consideration because they reflect the 
pace man’s development. 

Merit increases percentage the 
average show superior performance. 

The age-compensation ratio reflects the 
relative compensation received pro- 
portion the average received age 
group, tending spotlight the outstand- 
ing young executive. 

Promotions the past five years reflect 
job well done. 


With concrete yardsticks performance 
such these support the judgment re- 
sponsible executives, promotions are made 
with minimum risk error. 

The increase salary that goes with promo- 
tion serves motivate executives accept 
greater responsibility. However, new posi- 
tion involves not only greater responsibility 
but risk the individual accepting well. 
develops that cannot handle the new 
assignment, the company will have little alter- 
native but find someone who can. Under 
such conditions, logical expect promo- 
tional increases substantially larger than 
merit increases. 

However, experience indicates that unless 
promotional-merit increase relationships are 
kept under constant surveillance, the expected 
margin favor promotional increases tends 
disappear. Figure shows comparison be- 
tween average promotional and 
creases seven functional departments one 
company. Only three departments report 
promotional increases averaging over per 
cent, and none reach per cent. Only three 
departments show promotional increases aver- 
aging per cent more than merit increases. 

promotion and merit increase relationship 
analysis needs backed scatter 
charts showing individual promotion percent- 


TABLE 


Five-Year Comparison Candidates for Pro- 
motion 


Bonus Merit 
Increases Promo- 
Percent- Age- tions 
age Merit Percent- Compensa- Last 
age tion Five 
Candidate Award Received Average Ratio Years 
Jones 
1958 100 110 
1957 
1956 110 
1955 100 130 
Smith 
1958 120 105 
1957 115 110 100 
1956 150 115 
1955 190 135 
1954 185 130 
Brown 
1958 145 100 155 
1957 120 135 
1956 115 115 130 
1955 110 130 
1954 110 125 


Source: Files McKinsey and Company, Inc. 


ages salary departments. These charts 
will specify the underlying variances exposed 
the summary chart. 


Bonus Administration Controls 


Executive incentive compensation can 
powerful weapon the competitive struggle 
for market position and profits. The need for 
well-administered executive incentive pro- 
gram has grown direct relationship the 
decline performance-oriented administra- 
tion merit increases. During the war and 
postwar inflation, merit increases became es- 
sentially general increases. Since virtually 
everyone received them, management fell into 
bad habits. result, discrimination the 
use merit increases has suffered, and incen- 
tive bonuses are more and more being looked 
upon the most effective means discrimi- 
nating between degrees performance. 


ADMINISTERING EXECUTIVE COMPENSATION 


FIGURE 


Comparison Average Promotion Increases 
and Merit Increases 


PER CENT 


Promotion 


Merit Increase 
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FUNCTIONAL DEPARTMENTS 


soundly administered executive incentive 
plan has built-in forces for good management. 
focuses attention outstanding well 
poor executives rewarding and penalizing 
individual performance. This helps identify 
promotable executives and those trained 
eliminated. rewarding profit-making ac- 
tions and penalizing profit-detracting actions, 
incentives teach executives the profit implica- 
tions their decisions, which assists the ex- 
ecutive training process. 

addition, choose successfully between 
good and poor performance requires pin- 
pointed individual responsibilities and effec- 
tive yardsticks for judging individual perform- 
ance. This turn means that functions must 
well-organized and that the major staff serv- 
ices, including budget, accounting, and mar- 
ket research, high order. other 
words, the company needs well managed 
effectively use incentive compensation. 

The administration bonus plan helps 
integrate the whole management process. 


FIGURE 


Incentive Payments Percentage Base 
Salary Executive Level 


PER CENT OF 
BASE SALARY 


=== Top performing 20% are above this line 
«ees Poorest performing 20% are below this li 


EXECUTIVE LEVELS IN SALARY PROGRAM 


More important, perhaps, bonus decisions play 
major role other important personnel de- 
cisions, particularly merit increases and 
promotion. All three must consistent: 
hence the value controls. Figure shows 
unusually effective bonus control device. 

device, the normal bonus award 
has obvious advantages. provides measure 
the money available pay the average per- 
former each level. There needs rea- 
sonable balance between above- and below- 
average performers each level, and the 
normal bonus award established for each sal- 
ary level itself control some impor- 
tance. When properly set, the normal award 
figure represents top best judg- 
ment distribution the bonus fund that 
adequately rewards the outstanding perform- 
ers each level. The large group average 
performers, those clustering around the nor- 
mal award for each level, effect receive what 
left after allocations have been made the 
top and the below-par performers. 

spotlighting the top-performing per 
cent and the poorest-performing per cent 
the executive group, this analysis bonus 
payments calls attention the exceptions. 
doing so, develops consistency between 
merit increases and promotions that fre- 
quently lacking. Furthermore, placing 
great emphasis short-term performance, 


Normal bonus for executive level this year 
< 


such bonus program helps deflate the halo 
effect resulting from outstanding performance 
any one year. also gives the late bloomer 
guished earlier performance. 


SUMMARY 


The good intentions many chief execu- 
tive have been dissipated the lack sound 
compensation planning and control informa- 
tion. not enough espouse competitive 
philosophy. All the elements that are part 
such environment need integrated 
into program consistent with this objective. 

the final analysis, compensation itself 
rarely the key incentive, particularly among 
the upper echelons. rather the score 
which the game business success kept. 
The basic motivation that drives one group 
executives turn better profit perform- 
ance than another likely the individ- 
desire for the approval his associates. 
And this, turn, reflects the environmental 
characteristics fostered the chief executive. 


But the scorekeeping, the compensation 
program, vital establishing consistent 
measure this approval associates. 
some psychological alchemy, executives have 
accepted compensation measure ap- 
proval even outside their own company. Until 
recently, least, this did not extend beyond 
their immediate industry. 

the scorekeeping serve its major 
function the executive level, indicating 
the individual the approval his associates, 
needs reflect accurately possible the 
performance the individual. This means 
that compensation should balance individ- 
ual’s performance with that his associates 
terms that reflect the performance the 
enterprise. 

The outstanding performance record 
companies that have adopted integrated 
approach compensation administration 
means that the future will see more deter- 
mined effort this direction their competi- 
tors. probably also means that increasing 
attention will devoted adapting the vari- 
ous compensation devices company needs 
and the controls essential maximizing the 
effectiveness compensation program. 


mere will and industry can enable any man accom- 

plish anything belief common enough amongst imper- 
fectly educated man. But one really cultivated intellect 
denies the variety natural endowments. 


—Hamerton 
MODERN FRENCHMEN 


RICHARD EELLS 


HOULD business continue assume more 
social responsibilities many companies, 
especially large ones, are doing today? 
should adhere rigorously the role 
strictly economic instrument, concerned pri- 
marily with the production goods and serv- 
ices maximum profit shareholders? 

These questions describe dilemma that 
may well develop into the central ethical issue 
for business within the next decade. The di- 
lemma has long been debated social and 
corporate theorists. But now being placed 
squarely doorstep com- 
pany after company moves into such socially 
oriented orbits political participation, cor- 
porate giving, support education, employee 
welfare, and community relations. These ac- 
tivities are held critics tangential 
specialized economic function: 
the protection and enhancement owners’ 
interests. 

The dilemma easy perceive. business, 


Mr. Eells charge Public Policy Research, Gen- 
eral Electric Company. also Senior Researcher 
Business the Graduate School Business Columbia 
University. The views expressed this article are those 
Mr. Eells and not necessarily those the General 
Electric Company. 


SOCIAL RESPONSIBILITY 


Can Business Survive the Challenge? 


one the vital private sectors society, re- 
jects the many social commitments that are 
urged upon both from outside and within, 
the consequences may serious. The corpo- 
rate form business, particular, may 
danger eclipse because its failure safe- 
guard the environmental conditions that nur- 
ture its survival and growth. Some even pre- 
dict the eventual demise the nation 
protagonist human freedom business 
shuns these new burdens. 

the other hand, business may suffer 
equally serious consequences shouldering 
too heavy burden social responsibility. 
Capital, talent, and energy may sapped 
spate activities alien the profit motive. 
Advocates this view envision the day when 
the heavy hand socialism eventually dis- 
rupts our democratic, capitalistic way life. 
They also warn the coming demise the 
corporation vital private sector society. 

The dilemma strikes deep the roots 
managerial authority, its scope and uses, and 
even into the central purpose the corpora- 
tion free society. And raises host 
serious questions that management must 
ready answer: Who will bear the added 
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HORIZONS 


costs social responsibilities these are 
assumed? Will stockholder dividends suffer? 
Will employees’ wages affected? Will prices 
increase? assuming social responsibilities, 
will corporations granted tax privileges 
the expense other taxpayers? What just 
formula for distributing the costs these new 
functions? What should the role the stock- 
holder decisions relating such expendi- 
tures? How will the many contributor-claimant 
interests represented? That businessmen 
face today thoroughgoing reorientation 
the philosophy business, requiring penetrat- 
ing re-examinations the functions busi- 
ness and the businessman, recognized the 
more astute corporate executives. clear indi- 
cation this trend appeared symposium 
published recently Profits and Social 
Responsibilities Compatible?” Business Hori- 
zons, Summer, 1959}. 

The dilemma corporate social responsi- 
bility confronts both stockholders and man- 
agement, and must resolved companies 
that are pursuing (or intend pursue) the 
affirmative decision that allegedly carries 
them down the road toward ruinous altruism. 
But equally issue for companies that 
choose the other path—the neoclassic one that 
holds social responsibility minimum for 
fear that the corporation will slip from its 
proper bounds and predicated functions. Ad- 
herents this traditional position may find 
themselves far out the mainstream social 
and corporate thinking they flatly reject all 
obligations that not arise directly from law 
market-place pressures. 

Can the dilemma resolved? think can 
be. But not without facing squarely the argu- 
ments both sides and recognizing the forces 
that have led practical men accept the idea 
social responsibility. 


THE PERVASIVE CLIMATE 


There widespread public feeling that the 
corporation has social duties that require 
make large contributions time, money, and 
knowledge. Many business leaders themselves 


share this opinion without advocating lar- 
gesse universal like the sun.” And those who 
not share this view are nonetheless aware 
the pressures sets motion. 

The fountainhead this idea social re- 
sponsibility not easy Perhaps 
integral the corporation’s institutional 
character and its increasingly pervasive influ- 
ence its members and society. growing 
nucleus power, the corporation, like every 
power nucleus, being pressured all sides 
use that power justly. The idea social re- 
sponsibility also derives from the tests that 
capitalism faces many parts the world. 
World-threatening totalitarianism the 
plight the less-developed nations abroad 
challenge businessmen apply their organi- 
zational talents fields that are often consid- 
ered the province public and government 
institutions. 

Managers large corporations may sense 
increased need for public approval. One 
should not underestimate the effects con- 
tinual and widespread hostility toward bigness 
business. The managerial group may have 
become defensive the face gradual en- 
croachment labor unions and government 
upon role the responsible di- 
rector private enterprise. their zeal 
prove capitalism socially well 
cally useful, they may unconsciously re- 
shaping its functions the critics charge. 
Whatever the cause, there widening ac- 
ceptance businessmen the idea social 
responsibility. 

Gradually, business has taken many re- 
sponsibilities that well beyond its obvious 
legal obligations and its specialized economic 
function. its relations with plant communi- 
ties, for example, there legal test that one 
can apply judge company’s decision re- 
duce its payroll close shop completely. 
Yet today, failure take the economic and 


article suggesting some the origins corporate 
social responsibility the United States found 
Morrell Heald’s Responsibility Society: 
The Growth Idea,” The Business History Review, 
XXXI (Winter, 1957), 375-84. 


SOCIAL BUSINESS SURVIVE THE CHALLENGE? 


social (and, recently, political) health the 
community into account would thought 
tantamount failure the company’s part 
meet certain social obligations. 

dealing with customers, suppliers, dis- 
tributors, and shareholders, the corporate 
manager knows, course, that bound 
certain legal restraints. But not these spe- 
cific legal concepts that are called mind 
when people talk about corporate social re- 
sponsibility. They are thinking terms the 
problems that arise when corporate enterprise 
casts its shadow the social scene, and the 
ethical principles that ought govern the re- 
lationships between the corporation and so- 
ciety. They are more concerned with the im- 
pact the corporation the individual and 
the possibilities reconciling Big Business, 
Big Labor, and Big Government with the 
values deeply rooted our form govern- 
ment and culture. 

have observed growing acceptance the 
theme that corporations must assume many ex- 
tralegal obligations, well their obvious 
ones, order survive and prosper. Certain- 
ly, many leading corporate executives have 
responded—at times considerable risk 
their own positions—with increased concern 
for the local community, the needs educa- 
tion, and the imperatives research, men- 
tion but few areas. 

Gossett, vice-president and general 
counsel for the Ford Motor Company, has ob- 
served that “necessary for modern man- 
agement consider how the facts and realities 
corporation’s affairs will square with the 
public philosophy, with the values the total 
national community and its sense where 
headed. This not just matter what 
legal illegal doubtful today; the 
very root the problem what area free- 
dom the corporation will have 
fair interpret these remarks not 
expression fuzzy altruism but rather 
expression philosophy enlightened 


Gossett, The John Randolph Tucker Lecturer, 
1953-1956, Vol. (Lexington, Va.: Washington and 
Lee University, 1957), 207. 


self-interest, philosophy that advocates “cor- 
porate citizenship” pragmatic grounds. 

The trend change unquestionably to- 
ward business’ acquiring more responsibilities 
society. The climate real and pervasive. 
large and growing sector the American busi- 
ness community. 


THE OPPOSITION 


One the most recent attacks against the 
theory and practice corporate social respon- 
sibility was made Theodore Levitt, Chi- 
cago management consultant. article 
that has been widely circulated and discussed 
the business community, Levitt declares 
that what began pious intonation “social 
doctrine and declarations Christian 
brotherhood, designed counter attacks 
big business and the profit system, later de- 
veloped into the social responsibility line 
part the “ideological stock pile” capital- 
ism.* the start, this may have been merely 
“attitudinizing pose” for ceremonial use; 
now has become deadly serious occupa- 
tion” the business world, with frightening 
potentialities not only for the corporation but 
for everybody else. 

The “social responsibility dan- 
gerous, says Levitt, not only because clashes 
with the sound principle that “the business 
business profits” and that: “In the end busi- 
ness has only two responsibilities—to obey the 
elementary canons every-day face-to-face 
civility (honesty, good faith, and and 
seek material gain.” This bad enough, since 
this dissipates the energy busi- 
nessmen into peripheral involvements. Far 
worse the specter new feudalism,” 
with the corporation investing itself “with 
all-embracing duties, obligations, and finally 
powers—ministering the whole man and 
molding him and society the image the 


Theodore Levitt, Dangers Social Responsi- 
bility,” Harvard Business Review, 
October, 1958), 41-60. 


<4; 
Ay 
| 
¥ 
i 
4 
7 
7 
- 
7 
7 
7 
1 
ite 
Vv: 
| 


corporation’s narrow ambitions and its essen- 
tially unsocial needs.” 


Levitt not arguing alone. Milton Fried- 
man the University Chicago has declared, 
the same vein, that “if anything certain 
destroy our free society, undermine its very 
foundations, would widespread accept- 
ance management some social responsi- 
bilities some sense other than make 
much money The so-called cor- 
porate social responsibilities, Friedman says, 
are public and not business functions, and “it 
intolerable that public functions 
formed self-designated private officials.” 
The voluntary assumption public functions 
private business opens the door further 
public control business. Friedman also 
extremely critical corporate giving, which, 
believes, prevents the stockholder from de- 
ciding for himself how should dispose 
his funds—the corporation being the instru- 
ment the stockholder who owns it. 


similar argument has been elaborated 
The Capitalist Manifesto Kelso and 
Their argument quite conservative its in- 
sistence the primary rights private prop- 
erty the hands corporate stockholders. 
holds that the corporation “the instrument 
private property and completely responsible 
private property.” The critical phrase 
note “completely responsible”; this elimi- 
nates responsibility anyone else. 

Kelso and Adler come the conclusion that 
the ultimate control the corporation “should 
rest with those who own it, and not with those 
who merely run it.” Their argument continues: 
public government where the consent 
the governed the acceptable defense against 
despotism, the corporation not even 
benevolent paternalistic despotism think- 


Remarks Professor Milton Friedman, University 
Chicago, “Three Major Factors Business Manage- 
ment: Leadership, Decision-making and Social Responsi- 
bility,” reported The Social Science Reporter, Eighth 
Social Science Seminar, San Francisco, March 19, 1958, 
pp. 4-5. 

Louis Kelso and Mortimer Adler, The Capitalist 
Manifesto (New York: Random House, 


able. “For the management corporate en- 
terprise dispose what rightfully belongs 
its stockholders without their free, present 
and affirmatively expressed consent despot- 
ism, and remains despotism matter how 
benevolent wise management acting 
for what thinks the ‘best interests’ 
its 

This direct challenge those corporate 
executives who believe that they are entrusted 
with balancing, arbitrating, adjusting the 
interests all the contributor-claimants the 
enterprise, including stockholder interests. 


Another critic Livingston, the finan- 
cial commentator who, his book called The 
American sets his sights against 
what calls “insider privilege” modern cor- 
porations. The corporation executive, says, 
wears his Sunday clothes every day. his 
paneled office, his travels, and his com- 
munity relations represents not himself but 
The Corporation. Livingston charges that cor- 
poration executives are responsible for devel- 
oping two-sided morality—one set ethics 
with which greet the outside world and an- 
other set with which treat stockholders. 


These are sampling some the more 
noteworthy brickbats that have been tossed 
recently the idea corporate social respon- 
sibility and the “abuses” managerial author- 
ity allegedly carried out under the guise 
corporate citizenship. The attack has famil- 
iar ring observers the corporate scene. 

Thirty years ago, Ripley Main 
Street and Wall Street* made similar plea 
behalf stockholders curb the authority 
corporate officers and directors. Ripley’s cri- 
tique managerial authority had been fore- 
shadowed the works Walther Rathenau 
and Thorstein Veblen. Ripley’s book became 
now-famous study Berle and Means, The 


The Capitalist Manifesto, 211. 

Livingston, The American Stockholder 
phia: Lippincott Company, 1958). 

William Ripley, Main Street and Wall Street Bos- 
ton: Little, Brown, and Company, 1932). 


RESPONSIBILITY—CAN BUSINESS SURVIVE THE CHALLENGE? 


Modern Corporation and Private 
which warned the far-reaching conse- 
quences separating ownership and control. 
Their analysis the changing concept 
property resulting from this separation has 
had profound influence teaching busi- 
ness schools, legal thinking, statutes, and the 
direction social science research. Its effects 
are still being felt. 

Obviously, the recent attacks managerial 
authority and managerial assumption social 
responsibility are not comments passing. 
The critique has impressive historical ante- 
cedents both legal and economic theory. 
Nor this all. The hitherto unorganized stock- 
holders large companies with dispersed 
shares are finding new voices and new chan- 
nels for pressing their claims. This stockhold- 
ing segment the economy that has been 
widely romanticized late capi- 
talism” could conceivably become time 
well-informed and influential corporate elec- 
torate. These million shareholders might 
eventually seek control policy ways com- 
parable with public control public policy. 

But this widely dispersed and unorganized 
shareholding public neither the voice nor 
the channel share-owner interest that pro- 
fessional managers have concerned about 
for the present. far greater practical impor- 
tance the institutional investor. Large hold- 
ers common shares—insurance companies, 
pension trust funds, investment trusts, and 
commercial bankers who administer personal 
trusts (recently estimated $50 billion 
survey sponsored The American Bankers 
Association )—are not confused with the 
“corporate democrats” the inchoate mass 
“people’s capitalists.” 

the future, these institutional investors, 
representatives well-organized stock- 
holder interests and armed with well-financed 


Berle, Jr. and Gardiner Means, The Modern 
Corporation and Private Property (New York: The Mac- 
millan Company, 1932). interesting and useful 
compare this book with Professor Berle’s most recent state- 
ment the subject, Power Without Property York: 
Harcourt, Brace Company, 1959). 


research services, could become far more ef- 
fective critics the philosophy corporate 
social responsibilities than the academic writ- 
ers. They could, course, also become staunch 
defenders that philosophy. unlikely that 
they will indifferent. 


THEORIES OPPOSITION 


The root the conflict over social responsibili- 
ties lies the irreconcilability two equally 
untenable theories the corporation—the 
theory the traditional corporation the 
one hand and, the other, the theory what 
shall call the metrocorporation. 


The Traditional Corporation 


the traditional corporation, which will 
consider briefly terms heuristic model 
and not necessarily the prototype any ob- 
servable company, recognize the original 
and primitive uses the corporate instru- 
group: the shareholders. has one clear-cut 
purpose: the conduct business for their 
maximal profit. 

For the traditional corporation, managerial 
austerity the governing principle. There 
distributing the corporate usufruct. The prior 
claim stockholders earnings after taxes 
unquestionable and cannot subjected 
any kind arbitration. 

The traditional corporation has nothing 
give away. Its managers must always insist 
the quid pro quo every market. The tradi- 
tional corporation recognizes public respon- 
sibilities except for clear legal obligations. 
wage policies, for example, would not exer- 
cise voluntary restraint the public interest 
any more than labor would. Labor unions and 
corporations, the traditionalists would say, are 
function the stewards special interests. 
Each must look out for his own. 

This position, which leaves the public inter- 
est the care the state the automatic 
operations the market, has been attacked 
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being shortsighted and ultimately destructive 
the foundations free society. Bertrand 
Jouvenel, for instance, warns that the body 
politic whole will not well served 
“the untrammeled clash special interests 
within argues further that concern for 
the public interest not the business public 
officials alone but everyone and, not least, 
the large and powerful organizations the 
private sector. 

the internal governments corporations 
are designed with concern whatever 
about representation the public interest, 
that interest will inevitably expressed 
other private and public sectors. The progres- 
sive encroachment the authority these 
sectors upon business would the probable 
result, according the critics, corporate 
traditionalism. The corporation might then re- 
treat into relatively uninfluential position 
the management our economy. 


The Metrocorporation 


contrast the model the traditional cor- 
poration stands the model—again, purely 
heuristic model—of the metrocorporation with 
limitless social obligations. harbors all the 
potentialities microcosmic society. be- 
comes major social institution with compre- 
hensive aims, far removed from the traditional 
corporation strictly-limited-function or- 
ganization. 

The metrocorporation does not confine its 
activities business purposes any narrowly 
defined sense. species society its 
own right, and its managers hold themselves 
accountable many different sectors so- 
ciety. The metrocorporation 


Bertrand Jouvenel, “Wage Restraint,” letter pub- 
lished The Economist (London), August 10, 1957. 
Jouvenel was directing his attention mainly the question 
inflation and the responsibility labor unions and busi- 
ness leaders exercise voluntary restraint hold the 
wage-price spiral check. the August issue The 
Economist, lonides, whom replies, had objected 
that when leaders special interest act with eye the 
public interest they would “be used administrative ex- 
tensions the machinery government.” 


rights and duties “citizen” its relation- 
ships. But these relationships are far more 
complicated than those the traditional cor- 
poration; the metrocorporation has pervasive 
concern for the “good life.” 

The dangers inherent this model are 
many, the antagonists corporate social re- 
sponsibility have been quick sense: undue 
power for corporations and corporate man- 
agers; the attendant risk coming neofeu- 
dalism; the prospect quasi-public corpo- 
rate polity, perhaps one that would forced 
reason its character conform demo- 
cratic principles the government its inter- 
nal affairs; perversion corporate economic 
goals and functions. There might eventually 
private life the individual that the 
metrocorporation would concede beyond 
its province. paternalistic donor, might 
become meddling intruder the affairs 
its beneficiaries. watchful protector 
the manifold interests its great brood, the 
metrocorporation could make the “organiza- 
tion today look like uncontrollable 
maverick. 


FINDING MIDDLE ROAD 
there not via media between these posi- 
tions corporate social responsibilities? 
think that one could found the concept 
the well-tempered 

The large business corporation here 
stay. indispensable instrument for get- 
ting done some the things that people want 
done. neither the exclusive instrument 
one class interests nor indiscriminate 
roster “social” interests. Like other large or- 
ganizations, the corporation has tem- 
pered the times; and viable instrument, 
must adapt the changing requirements 
our free, complex, and interdependent society. 


The implication this model, well those the 
traditional and metrocorporation, will examined de- 
tail forthcoming study, which sponsored the 
Alfred Sloan Foundation and the Graduate School 
Business, Columbia University. 


SOCIAL RESPONSIBILITY—CAN BUSINESS SURVIVE THE CHALLENGE? 


Bach’s well-tempered scale, corporations 
and other essential organizations are harmoni- 
ously adaptable the whole. 

Belief high degree autonomy the 
private sectors society, emphasis the 
value voluntary associations vital contrib- 
utors, devotion the sanctity private prop- 
erty, and adherence the principle that the 
economic process should far possible 
managed those who hold private property 
—these are among the basic tenets that prevail 
our culture. The large private corporation 
has developed response such imperatives 
these. But the same time, has been tem- 
pered, instrument, other imperatives. 
One these imperatives the establishment 
sound relationships between managers and 
others the corporate constellation. 

The impossibility, any large scale, di- 
rect owner-management private enterprise 
necessitates professional management per- 
sons whose relationship the owners diffi- 
cult enough define itself: fiduciary 
relationship, one agency, perhaps one 
representation? The literature corporations 
reflects something all three; perhaps none 
these concepts alone nor all three together can 
explain the realities corporate life. But rela- 
tionships between owners, directors, and man- 
agers means exhaust the list problems. 
Those who are immediately responsible for the 
going concern and who have make the day- 
to-day decisions corporate policy face im- 
peratives that the books not adequately 
describe. 

The executive, faced with diverse 
market pressures, the “demands” organized 
labor, the mandates public policy, and the 
precepts public opinion still uncodified 
law, likely think his task terms 
arbitration among host competing claim- 
ants. Yet from the traditional point view, 
represents but one interest—that the prop- 
erty owners the business. The multiplicity 
pressures, however, constitutes demand that 
must somehow taken into account. 

The well-tempered corporation, new 


theoretical model drawn somewhere be- 
tween the extremes the traditional corpora- 
tion and the metrocorporation, will take ac- 
count those public expectations response 
which the corporation assumes so-called so- 
cial responsibilities. This response need not 
conflict with the responsibilities the stock- 
holders, and indeed response that must 
made order carry out this primary re- 
sponsibility the owners common shares 
well creditors. Stockholders’ and cred- 
claims are more likely met 
company solidifies its position “socially 
responsible” concern. The measure prudent 
costs allocated activities that will as- 
sure such position peculiarly managerial 
function, but obviously one which many 
—not only the owners common shares—have 
direct interest. 

The well-tempered corporation, model, 
thus lies spectrum of. possible models 
much nearer the traditional than the metro- 
corporation. lesser society within the 
Greater Society, nor new species com- 
munity which the primary owners must 
move over make room for other groups 
interests. Nor the well-tempered corpora- 
tion great family which the mothering 
its personnel and those diverse groups that 
lie within its sphere interest the proper 
task its board and executive managers. The 
only proper sense which executive manage- 
ment “balances the best interests” such di- 
verse groups customers, share-owners, sup- 
pliers, employees, and the public that 
which the factors production are prudently 
integrated, with respect both the property 
interests the primary owners and the 
prevailing norms free society. 

public corporation, there are basically 
different management-owner relationships. 
public corporation may defined one 
owned the public and incorporated under 
public law perform either strictly public 
functions proprietary functions public 
agency. Port authorities, the Tva, the Pan- 
ama Canal are examples.) private business 
corporation, although “publicly held” through 
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widely dispersed shares the hands private 
persons institutions, has public social re- 
sponsibilities only derivative sense. Pru- 
dent management its resources requires the 
tempering corporate policy public ex- 
pectations order assure its continuity and 
growth privately owned and operated 
concern. much clear. 

There are nevertheless certain aspects 
corporate theory that demand far more atten- 
tion than they have received one steer 
between the Scylla and Charybdis the ex- 
treme models. The well-tempered corpora- 
tion requires theoretical model that reflects 
the realities its character big organiza- 
tion, the implications its power social 
aggregate, and the changing conceptions 
its functions society. 

The large business corporation big 
organization, the first place. are 
contemporary developments general or- 
ganization theory and the theory the firm, 
especially the internal structure and dy- 
namics, which will, one hopes, greatly aug- 
ment our understanding the large industrial 
enterprise. The parameters “good” organ- 
ization, when clearly identified, may require 
considerable revision current corporation 
theory, with resultant revision functional 
classifications work done within the organ- 
ization. The theory the well-tempered cor- 
poration may find better way, for example, 
describe what now widely regarded 
“public relations,” subsuming such work under 
more generalized concept corporate ex- 
ternal relations. 

The large business corporation, the sec- 
ond place, unit power (or influence, 
one prefers pluralistic society where hu- 
man freedom depends high degree 
kind balance power society. theory 
the well-tempered corporation will reflect 
the realities this power-balancing situation. 
power implies responsibility for its exercise, 
there are certain kinds responsibilities, so- 
cial character, that rest upon the managers 
any power unit. The nature this respon- 
sibility difficult describe with precision, 


even the elaborately worked field anti- 
trust, and obviously there are other-than- 
competitive aspects corporate power. 


The large corporation, finally, social 
unit with unique social functions that must 
accounted for theory the well-tempered 
corporation. These functions are means 
solely economic, and certainly not exclusively 
entrepreneurial, character. Insofar they 
are entrepreneurial-economic, corporate func- 
tions probably entail definable entrepreneurial- 
economic responsibilities. But one can 
safely assume that these would exhaust the list 
corporate responsibilities. The current trend 
toward verbal acceptance business execu- 
tives wider “social responsibilities” re- 
flection this fact, and the critique have 
noted further reflection profound dis- 
turbance some quarters over the changed 
situation. 


CONCLUSIONS 


The dilemma corporate social responsibility 
our dynamic social environment is, 
sense, choice between resistance and recep- 
tivity. resist the many new claims made 
the corporation assume eminently re- 
spectable traditional position grounded the 
logic property; but rationality here may not 
reasonableness. Reasonable regard for the 
interests society practical necessity. 

accept indiscriminately the many claims 
pressed upon business the path short-run 
expediency, and business leader with integ- 
rity will choose this path. But even the dis- 
criminating choice, the weighing diverse 
claims their own merits, will suspect 
those who stand the traditional rights 
stockholders exclusively. They will interpret 
every move corporate boards and officers 
“balance the interests” the competing 
claimants dilution the primary pur- 
pose business enterprise that serves the 
property interests owners. them, the 
talk about social responsibility teems with in- 
consistencies and fraught with danger, not 
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only for the shareholders but for the whole 
economy. 


The cogency this argument for the tradi- 
tional austere corporation little appreci- 
ated many business circles today, and 
many may seem indeed have reactionary 
ring. But labels for the bearers ideas are 
highly misleading. Was the New Dealer who 
pressed for federal regulation security mar- 
kets radical conservative—or something 
unmentionable? think the answer that the 
legislation regulating the security markets was 
essentially conservative that looked to- 
ward strengthening the private property 
rights stockholders. Yet many business- 
men seemed “radical” the time. the 
same way, cannot say now whether man- 
agement pursuing conservative, liberal, 
reactionary policy diverting part cor- 
porate earnings socially oriented programs. 


The straight answer those who deny cor- 
porate social responsibilities that managers, 
assuming these burdens, are doing more 
than fighting rear-guard action against the 
dominant ethical demands society. They 
are reacting prudently the collective needs 
the enterprise for which they are respon- 
sible. Their responsibility the owners 
corporate property not side-stepped when 
they recognize duties others who contribute 


the well-being the enterprise. prudent 
regard for all the interests that merge mak- 
ing the business going concern now and 
the future is, fact, the only way protect 
and augment shareholder equity. 

undeniable, however, that management 
has great educational task ahead demon- 
strating that this so. will have create, 
accept, and propagate philosophy busi- 
ness that clearly demonstrates how the taking 
every specific social responsibility 
use resources that benefits all who have 
direct economic interest that company. 

This approach involves the restructuring 
corporation theory, avoiding the extremes 
both corporate traditionalism and the all- 
embracing model the metrocorporation. 
The newer model—perhaps along the lines 
what have ventured call the well-tempered 
corporation—will probably integrate most 
the debatable social responsibilities into ra- 
tional view business operations not too far 
removed from the established premises cor- 
porate practice. 

This approach also involves new calculus 
corporate benefits—a calculus relating the 
whole range corporate external relations. 
The formulation this new philosophy the 
next step taken business managers. 
The business leaders tomorrow must 
those who are prepared take this step. 


medieval concept the “common good,” far from indicat- 

ing the existence political realm, recognizes only that 
private individuals have interests common, material and spirit- 
ual, and that they can retain their privacy and attend their 
own business only one them takes upon himself look 
out for this common interest. What distinguishes this essentially 
Christian attitude toward politics from the modern reality not 
much the recognition “common good” the exclusivity 
the private sphere and the absence that curiously hybrid realm 
where private interests assume public significance that call 


“society.” 


—Hannah Arendt 
THE HUMAN CONDITION 
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WILLIAM SWAGER 


IMPROVING 


THE MANAGEMENT RESEARCH 


Increased research has caused serious managerial problems. 


LIVING Organism, organization, 
group activity tends get out control 
grows too rapidly. with scientific 
research. Research its broadest sense covers 
the entire spectrum technical activities—re- 
search, development, and engineering. The 
rapid growth during the past twenty-five years 
this continuum activity called research, 
which defies further precise subdefinitions, has 
been considered many far from or- 
derly and controlled. Because the rate 
growth and for other reasons, many executives 
consider research serious manageria! 
problem. 

RATE GROWTH 
Some the reasons for this managerial prob- 
lem can attributed the rate growth 
alone. indicated Figure the increase 
research between 1930 and 1940 was small, 
even though the rate expenditures doubled. 


Mr. Swager Assistant Manager, Department Eco- 
nomics, Battelle Memorial Institute, Columbus, Ohio. 


Between 1940 and 1952, 
creased nearly ninefold every four years. Since 
1953, expenditures have been increasing even 
more rapidly—doubling three years. Al- 
though about two-thirds the present $10 
$12 billion for research are spent industrial 
research laboratories, only half this amount 
(one-third the total) financed indus- 
try. From this can seen that much the 
rapid over-all growth research results from 
the increased rate government spending for 
military research. 

Most companies are boosting their annual 
research expenditures substantial amounts. 
not unusual for individual company budg- 
ets increase the rate over per cent 
per year, more than equivalent the doubling 
research expenditures every four years. 
view rapidly expanding research budgets, 
understandable that headline the Wall 
Street Journal September 15, 1959, should 
state, “Electronics Firms’ Profit Margins Are 
Slipping Despite Sales Rise Cite Price Com- 
petition, Marketing Problems, Higher Outlays 
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FIGURE 


Growth Research and Development Ex- 
penditures U.S. 


BILLIONS 
DOLLARS 


Data based National Science Foundation publications 
research expenditures. 


for The article went point out 
the problems facing the management elec- 
tronics firms. The situation was summed 
Granger, president Granger Associ- 
ates, Palo Alto, California, these words: 


confident that the industry can’t and 
won't support everyone who trying get 
in. One the most common problems in- 
vesting too much money product develop- 
ment that does not pay off the market 
place.” 


Although Mr. Granger emphasized unpro- 
ductive product development, other people 
point the total research expenditure 
area re-examined management. This 
general concern about the economics re- 
search widespread; nearly all industries are 
searching for way improve the returns 
from research better management. 

science too big for the scientists? 
philosophical basis, some authors are begin- 
ning question the ability scientists con- 


Street Journal (Chicago), September 15, 1959, 
32. 


trol the ogre they have created. This broad 
philosophical question deals only with the con- 
trol science the improvement man’s 
destiny. Such question probably will 
argued length and without resolution for 
many years. However, let deal not with such 
broad philosophical question but rather 
microsense with individual company’s abil- 
ity manage its technical efforts for the im- 
provement its own position and the position 
society whole. this narrower sense, 
practical solutions the management re- 
search must obtained are meet the 


challenge thrown recently Mr. 
Khrushchev. 


MANAGEMENT RESEARCH 


terms the traditional broad principles— 
plan, organize, and control—the managing 
research different from the managing 
any other major business function. Manage- 
ment consists formulating objectives and 
allocating limited resources the achieve- 
ment these objectives. How this the 
management research, however, prob- 
lem frequently discussed. Research manage- 
ment literature raises contradictory views 
how, whom, and for what purpose research 
should managed. 

Some these contradictions are perhaps 
manifestation what Snow has observed 
and called “the two cultures.” Although Snow 
labels literary intellectuals one culture and 
scientists the other, the basic notion two 
cultures whose abilities communicate with 
one another have almost ceased applies equal- 
well the research scientists and engineers 
one hand and the remainder the business 
community the other. article entitled 
“The Conflict Cultures,” published the 
Saturday Evening Post, Snow says: 


“Literary intellectuals are one pole—at 
the other, scientists; and, the most repre- 
sentative, the physical scientists. Between the 
two lies gulf mutual incomprehension. 
The two groups have, moreover, curious, 
distorted image each other. Their attitudes 
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are different that even the level emo- 
tion they find little common 


Whether not Snow’s concept the two 
cultures directly applicable the problems 
facing the management research and devel- 
opment not known. must admitted, 
however, that the term, gulf mutual in- 
apropos. The basic philosophies, attitudes, and 
motivations most scientists and engineers 
are quite different from those their contem- 
poraries business. Communication difficul- 
ties arising from these differences constitute 
one the major barriers the improved man- 
agement research. Real progress can 
made the over-all management research 
can identify and understand the reasons 
for this gulf mutual incomprehension and 
take steps remedy circumvent them. 


TWO ROLES 


important recognize that the over-all 
managing industrial research there are two 
roles management, each consisting plan- 
ning, organizing, and controlling group efforts. 
But each these activities requires different 
kinds talent. The responsibilities fulfilling 
the business role research management are 
organize that research views are repre- 
sented major business decisions; plan 
identifying the company’s needs for new tech- 
nology based the broad business needs 
the company; and control measuring per- 
formance relation those broad needs and 
taking appropriate action. The responsibilities 
the technical role research management 
are organize the capable scientists and engi- 
neers that they may have the intellectual 
freedom work creatively; plan in- 
terpreting broad business ob- 
jectives into specific research projects; and 
control measuring progress the light 
criteria—technical and economic—derived 


Sir Charles Snow, “The Conflict Cultures,” The 


Saturday Evening Post, CCXXXII (September 12, 1959), 
ff. 


from the broader goals the company and 
taking remedial action. 

The fact that there are two distinct roles 
assumed the management research 
leads considerable confusion. article 
Fortune, George Boehm stated: 

“Just how train such executive, no- 
body quite sure. Some experts manage- 
ment techniques argue that research direc- 
tor needs scientific training. They contend 
that good manager can soon pick enough 
the language and concepts science 
run any industrial laboratory. But the prac- 
tice indicates that industry doesn’t along 
with that 

Boehm has used the terms research director 
and research manager interchangeably. Per- 
haps some definition and clarification could 
achieved the manager research were de- 
fined the man with the ability handle the 
business role and the director research 
the man with the ability handle the techni- 
cal role management. The requirements 
either these roles management strain the 
capabilities any man; rare man, in- 
deed, who has the attributes and abilities 
work effectively both roles. 

these two roles research management 
are recognized, the inconsistency reconciled 
between the experts management technique 
and the industrial researchers whom Boehm 
talked. technical director can handle well 
only the technical role research manage- 
ment, there gap. Much his laboratory’s 
efforts may drained away problems 
questionable relevance the business. If, 
the other hand, manager research can han- 
dle well only the business role research man- 
agement, possible that will stifle the cre- 
ative efforts his research people and reduce 
their output run-of-the-mill mediocrity. 
respondents merely have emphasized 
that the filling either role not enough and 


Boehm, “Research Management: The 
New Executive Job,” Fortune, LVI (October, 1957), 


164 ff. 
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that there need for men, well-grounded 
the fundamentals science, who are willing 
devote their professional efforts each 
these roles research management. 


Most the management literature dealing 
with research has been written about the job 
technical director research director 
about the management research labora- 
tory from the point view organizing, plan- 
ning, and measuring the technical work. While 
recognized that some improvements can 
made the technical role research, the 
major improvements are not found here 
but the business role research manage- 
ment. 


COMMUNICATIONS BARRIER 


the popular book, Cash McCall, Cam- 


eron Hawley, the hero says: 


“The trouble usually isn’t the lab, it’s 
top. see it, that’s the most common weak- 
ness general management today. You can 
walk into company after company—surely 
you have seen find good 
financial management, good production man- 
agement, good sales management—every- 
thing under tight control, until you hit re- 
search. Then, it’s wing and 


must concur with Hawley’s observation. 
doing, there attempt lay the 
blame any group individuals—top man- 
agement, managers research, directors 
research, anyone else. directing our at- 
tention the top, are merely recognizing 
that there tends major communications 
barrier between research and the rest the 
company. 


“Gulf Mutual Incomprehension” 


Perhaps the label for this communications bar- 
rier should borrowed from Snow and called 
the dramatic and vivid term, “gulf mu- 


Hawley, Cash McCall (Boston: Houghton 
Mifflin Co., 1955), 414. 


tual some companies 
there are relatively minor misunderstandings, 
but general rule the label only minor 
exaggeration. further recognize that 
bridging this gulf between research and the 
rest the business difficult. But through the 
difficulties can seen possibilities for major 
gains the effectiveness research and de- 
velopment management. 


Why Does the Gulf Exist? 


First, let examine why this gulf exists. 
has already been noted, one possible explana- 
tion the different cultures identified 
Snow. Also, there has been little recognition 
date that there are two distinct roles re- 
search management. When these roles are not 
separated, appears the research workers 
that research decisions are being made men 
who not have the background and experi- 
ence make them. Nothing deadly the 
morale research organization. Most studies 
the characteristics and attitudes research 
scientists point their reliance the esteem 
and judgment professional contemporaries. 
They intuitively challenge the wisdom any- 
one outside their field specialization and 
resent technical decisions made people out- 
side the brotherhood science. This well- 
documented, generally accepted fact 
attribute scientists and engineers that con- 
tributes the gulf. 


Another reason why the gulf exists that 
research people are usually things-oriented 
rather than people-oriented. Another cause 
the schism the very fact that research its 
nature must challenge the status quo. Re- 
searchers must question present products and 
processes, challenge accepted theories, and 
generally upset plans. The natural resistance 
change the remainder the organization 
bound widen the gap. These reasons for 
the gulf mutual incomprehension are rather 
and they suggest that would better 
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attempt bridge this gulf rather than at- 
tempt remove the causes. 


What Can Done? 


Three ways improve the business role re- 
search management are indicated Figure 
These involve: 


Looking ahead 
Crystallizing business goals 
Clarifying research objectives 


These avenues improvement were selected 
for discussion because their importance and 
because observations industrial research or- 
there considerable 


ganizations indicate 


room for improvement. 
FIGURE 


Three Ways Improve Research Manage- 
ment 


TOP MANAGEMENT 


upward 


Communicating 


IMPROVING THE BUSINESS ROLE 


RESEARCH MANAGEMENT 
Author’s research. Continually 


for the research workers 


Looking ahead. There almost universal 
need look ahead, visualize the possibilities 
research, anticipate the technical trends in- 
fluencing the business, and interpret these 
trends for top management. Many references 
the literature research management re- 
flect the feeling many directors that they 
are apart from over-all management. They 
feel that they have little influence budget- 
ing and that their suggestions regarding fruit- 
ful fields research are given less than full 


weight. The logical question is—why? 
that these research directors have not provided 
top management with well-documented spec- 
ulations the business possibilities the 
several possible new fields? After all, the top 
executives any firm have incomplete pic- 
ture which base their business goals and 
plans they not have well-considered 
speculation the impact competitive re- 
search and their own research. 

Guy Suits, vice-president and director 
research the General Electric Company has 
said: 


“In fact, important business plan- 
ning look forward far possible, and 
effectively, one must speculate about 
scientific progress. One should the extent 
possible anticipate its probable outlines and 
timing and probable impact industrial 


Little done formal way speculate 
the manner outlined Suits and communi- 
cate these speculations top management 
that business goals and business plans can 
made with projections technical trends 
proper perspective. The General Electric 
Company one the several companies that 
make these speculations formal way. As- 
sociated with its research organization 
small research analysis group whose purpose 
keep under constant surveillance the 
many possible avenues research effort and 
interpret their possible impact industrial 
technology. 

Much the work done the economics 
department Battelle, other research insti- 
tutes, and some management consulting firms 
provides similar analyses, projections, and 
speculations. 

Crystallizing goals. order for business 
goals clarified, the goals must first 
formulated and then interpreted and commu- 
nicated. The last five years have seen deluge 


Suits, “The Manageability Scientific Re- 
search,” address conference sponsored the 
American Management Association, Pasadena, California, 
May, 1958. 
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talks, seminars the American Manage- 
ment Association, and conferences other 
management groups long-range planning. 
The other business functions sales, produc- 
tion, and finance can operate without long- 
range plans, least the short term, with ap- 
parent success. Research, the other hand, 
standstill without formal, clearly stated, 
long-range business objectives. The impact 
any research the laboratory today will very 
likely have little effect the business for more 
than year; more likely, its impact will not 
felt for five ten years. Every decision, every 
action research must based not condi- 
tions today but conditions 
the future. 

Even when long-range goals and objectives 
have been set executive committee, often 
little effort subsequently made communi- 
cate them the remainder the organiza- 
tion. has been said that takes two com- 
municate—one speak and one understand. 
has been our observation that when 
range plans exist, communications are as- 
sumed have taken place through writing the 
plans and distributing them select few. 
Regardless discussions the 
merits long-range planning during the past 
five years, seems that the lack long-range 
plans the inadequate communication 
them the people who must part the 
implementation still one the most impos- 
ing barriers improving research manage- 
ment. 


Clarifying technical objectives. With the 
clarification long-range business goals, 
should possible translate these business 
goals into related technical objectives. First, 
the selection technical objectives, care 
must taken make sure that all areas re- 
search relevant the goals the business are 
included and that all objectives selected are 
relevant. 

fundamental areas investigation, the 
relevancy research objectives not easy 
establish. Even when objectives are selected 
technically and economically sound bases, 


the nontechnical person has difficulty com- 
prehending the logic their selection. Yet 
can stated categorically that all major prac- 
tical developments have had their beginnings 
fundamental investigations. This means 
that any company must keep balance its 
whole research program, that its work fun- 
damental areas investigation must 
keeping with its abilities carry develop- 
ments through commercialization. 


speculations technical trends are made 
continuing basis, areas research critical 
the company’s future can identified. The 
relevancy objectives the business cannot 
determined precisely, but judgments can 
made logical speculations what research 
might accomplish. With humorous but deadly 
serious logic, Guy Suits has said: 


“How many metallurgists have you heard 
who, the course their research, dis- 
covered new polymer synthesis? This leads 
Rule No. The results research will 
heavily weighted the favor the field 
research objective clear and deter- 
mined reach it, frequently can and does 
make the choice that favors his objective. Be- 
cause this so, regard the attainment 
the objective very probable result this 


Suits’ words emphasize the importance 
selecting relevant objectives and exemplify 
firm conviction that the aggressiveness and 
ingenuity his scientists will generally suc- 
ceed attaining the objectives. One would 
expect that there would difficulty es- 
tablishing the relevancy research objectives 
more developmental nature. Yet experi- 
ence Battelle shows that greater effort 
needed steer development work. 


project recently completed Battelle 
good example the need continually re- 
evaluate the relevancy technical objectives. 
Several years ago, paper company came 
Battelle ask whether not specialty paper 


Suits, “The Manageability 
Research.” 
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with unusual characteristics could devel- 
oped. After examining the technical objective 
outlined the technical director the 
company, Battelle chemists prepared re- 
search program and estimated the time and 
costs that would incurred. The proposed 
work was accepted the company, and the 
work proceeded orderly fashion. the 
end the estimated time period and within 
the costs, specialty paper was developed that 
had the desired characteristics. From tech- 
nical point view, the project was well con- 
ceived, well managed, and reached beyond ex- 
pectations the technical objective. Several 
months after the research report 
sented, the manager Battelle’s chemistry de- 
partment had occasion inquire about the 
status the development. received the 
shocking answer that the development had 
been turned down the company’s sales- 
people because they said they didn’t have 
distribution system for marketing it. 

The relevancy this technical objective 
obviously had not been tested prior the un- 
dertaking this research. this case, the 
research workers were working hard and ul- 
timately successfully objective that was 
wrong for this compary. 

One the best ways test the relevancy 
technical objectives ask the questions: 
Assuming that this objective has been reached, 
what comes next? How can the information 
obtained result reaching the objective 
used? 


Stating technical objectives. Not only should 
care taken the selection technical 
objectives but particular attention should 
given the way which they are stated. 
Technical objectives should stated such 
way allow freedom for the best techni- 
cal solution. 

The Department Defense has recognized 
the need allow freedom for the best tech- 
nical solution the development military 
weapon systems. About ten years ago, military 
requirements were stated very specific 
terms. For example, new fighter airplane 


the result anticipated research and 
development program was specified terms 
such desired characteristics speed, range, 
weight, and turning radius. research and 
development proceeded toward the stated ob- 
jectives, technical limitations would block the 
simultaneous achievement all the desired 
characteristics. The research and develop- 
ment men faced choice for which they had 
guidelines; they might well achieve the de- 
sired speed the desired range could com- 
promised. became clear that objectives 
should specified terms the mission 
new aircraft; other words, specify what the 
weapon system should and allow the re- 
search and development contractors freedom 
determine the best technical approach for 
accomplishing the stated mission. 

Clifford Rassweiler, vice-president the 
Johns-Manville Corporation, article en- 
titled “Selecting Research Objectives,” empha- 
sized the fact that the first step stating 
technical objective for the research organiza- 
tion identify what product should 
rather than attempt describe what prod- 
uct should be. Rassweiler pointed out that 
the technical objective stated terms 
what product process do, “there can 
moving the goal posts without 
admission the part sales people (and 
others the organization that they made 
incorrect analysis the commercial situation 

There another reason why technical objec- 
tives should operational terms; that is, 
what the product process should rather 
than what should be. Often laboratory 
measure performance used initial work 
and subsequently becomes 
self. Such arbitrary measure, stemming 
from incomplete understanding cause 
and effect, sometimes tends obscure the true 
objective. Certain technical measurements can 
made that identify and measure certain 
the causes, but such measurements are only 

Rassweiler, “Selecting Research Objec- 


tives,” Industrial Laboratories, Vol. (June, 1957), 
44-47. 
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crudely related the true operating perform- 
ance being sought. would possible 
misled the statement objective and 
implied test method that inadequately meas- 
ures progress toward the objective. However, 
technical objectives are stated clearly and 
properly, they provide the criteria which 

Re-evaluating objectives. order keep 
balanced and effective research effort, there 
also need continually re-evaluate the im- 
portance the several technical objectives, 
relative the over-all business goals the 
company. New technical information and new 
economic conditions change the relative im- 
portance the various business goals. The 
impact these changes various technical 
objectives should also recognized. The con- 
tinual re-evaluation relevancy and impor- 
tance provides the criteria for controlling re- 
search. Such control, however, tends 
rather haphazard and sometimes error un- 
less there consistent and formal planning 
procedure. The formal planning provides the 
bench mark which judge the importance 
and significance changing conditions that 
turn point needed control actions. 


Not all will agree that there are two distinct 
roles. Some contend that only loose direction 
should given research and the rest the 
business should alert enough drift the 
directions that develop. Such contention 
obviously denies the need for the business role 
research management. Unfortunately, this 
contention fosters substantial amount the 
inefficiencies that executives are concerned 
about today research. 


SUMMARY 


Improving the business role research 
management looking ahead, crystallizing 
business goals, and clarifying research objec- 
tives based simple philosophy. the 
degree that there are misunderstandings and 
conflicts between corporate goals and research 
goals, research people will working toward 
useless answers. these two sets goals are 
indeed unified, scientists and engineers will 
working with the director research rel- 
evant questions. Then the skill the workers, 
their knowledge, and their inherent urge 
explore the unknown will provide new, usable 
technology. 


two men dwell the earth; but time discriminate 
our praise these virtues. you want get out prison, what 
you need the key the lock. you cannot get that, have 
courage and steadfastness. Perhaps the modern world has got 
into kind prison, and what needed the key the lock. 
none the old virtues exactly fits, why should seem ignoble 


admit it? 


—John Erskine 
THE MORAL OBLIGATION INTELLIGENT 
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ARE 


Executive Health Examinations 
NECESSARY? 


high incidence significant ailments occurs among those considered well. 


RATIONALE the executive health ex- 
rests four general concepts, 
two which originate within business itself 
and two which are derived from the field 
medicine. From business comes the beliefs 
that (1) the executive group any enterprise 
constitutes the greatest single asset the com- 
pany, and (2) common sense carry 
out the same systematic examination the ex- 
plant. Medicine has supplied the remaining 
concepts: (1) disease can discovered early 
searched for regularly, regardless symp- 
tomatology, and (2) the earlier disease 
discovered, the greater are the chances its 
eradication control. 


These concepts the outset seemed unex- 
ceptionable, and their acceptance has been 
general. However, have now gained 
enough experience permit those business 
and medicine evaluate executive health 
examination programs the light accumu- 
lated results, assess the validity the under- 


Dr. Elsom Director the University Pennsylvania 
Diagnostic Clinic. 


lying concepts, and identify and try cor- 
rect shortcomings that may exist. 

The remarks that follow are concerned 
primarily with examination the medical 
concepts that underlie these programs. 
hoped that they may assist businessmen ar- 
riving their own estimate the periodic 
health examination. 


VALUE THE PROGRAM 


The accumulated experience with executive 
health examinations many clinics and indus- 
trial medical departments readily available 
for study. Even view differences com- 
prehensiveness the examinations conducted 
these groups and with differences inter- 
pretation the findings, the value the pe- 
riodic health examination becoming clearly 
discernible. 


study recently completed our own 
clinic the records over 1,500 executives 
examined intervals from 1949 1958, per 
cent were found have diseases which they 
had been unaware. Furthermore, approxi- 
mately per cent the entire group had dis- 
eases that, untreated and unchecked, were 


believed potentially capable producing 
death major disability. This not say 
that these individuals were state serious 
illness the time the examination but that 
the diseases that were uncovered were poten- 
tially dangerous future health. When the 
nature these abnormalities was carefully 
scrutinized, was believed that all the seri- 
ous diseases and most the minor ones could 
favorably affected proper treatment were 
applied promptly and effectively. 

The results from widely separated clinics 
are remarkable agreement, not only the 
amount unsuspected disease existing among 
executives but also kinds disease. Thus, 
most reports, Own experience, 
cardiovascular disease and gastrointestinal dis- 
orders are most often encountered. Following 
frequency are metabolic disorders, such 
disorders the genitourinary tract; abnormal- 
ities the musculoskeletal system; and incipi- 
ent diabetes. our clinic, these categories 
include per cent the newly discovered 
diseases, and our experience quite repre- 
sentative. 

may interest learn what part 
the examination apt yield the most in- 
formation. Here, again, the cumulative expe- 
rience gives results good agreement. The 
physical examination and the laboratory and 
X-ray studies are found more useful 
detecting disease this situation than the 
history obtained during the patient-physician 
interview. reflection will make 
clear that this should the case, since symp- 
toms the disease were not responsible for 
sending the patient the physician. 

The concept, therefore, that disease can 
found systematically searched for, even 
presumably healthy individuals, has ample 
support. have, however, much less evi- 
dence concerning the second medical assump- 
tion that early detection disease results 
its eradication control. Many human 
well medical factors here come into play, 
combining determine the ultimate effective- 
ness these programs. this connection, 
certain attitudes are worth exploring. 


ARE EXECUTIVE HEALTH EXAMINATIONS NECESSARY? 


ATTITUDE MANAGEMENT 


One attitude management common all 
firms that initiate and finance program 
periodic health examination for their execu- 
tives that good for the company. How- 
ever, the reasons why considered good 
differ among companies. These reasons may 
have profound effect the success the 
program, since they determine 
attitude, which turn important deter- 
mining the attitude the participating execu- 
tives. 

The attitudes management that have 
encountered our clinic vary between ex- 
tremes. one extreme the following com- 
ment: 


“Any man who has reached executive sta- 
tus our company has long since demon- 
strated that can and will act with the 
company’s best interests mind. 
today. Therefore, don’t want know any 
details this examination. know that the 
man himself will take any indicated action 
and will talk with management about any 
personal problems that may properly concern 


the other extreme the comment: 


“It perfectly silly for invest time 
and money health program are kept 
ignorance the results. How, these cir- 
cumstances, can judge its value, make 
decisions based the health our people, 
arrange for changes assignment, leaves 
absence, and forth, that may recom- 
mended the medical examiners?” 


The former attitude makes clear that the 
health examination will not used man- 
agement device for gaining otherwise un- 
obtainable information. If, the other hand, 
company officials insist access the details 
the examinations, the examinees assume 
that this information will enter significantly 
into decisions relating changes assign- 
ment, promotions, salary, retirement, and the 
like. Under these circumstances, the examina- 
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concealment, and distrust, all which reduce 
its effectiveness. 


ATTITUDE THE EXAMINEE 


absorbing study for the physician 
observe the widely differing attitudes those 
who present themselves for examination. 
These may vary from the visit the grateful 
man whom malignant growth has been 
detected and successfully removed rather 
frigid encounter with wary, defensive in- 
dividual, who obviously looks upon the proce- 
dure distasteful and probably waste 
time. 

What determines these attitudes? Presum- 
ably, mixture ingredients, among which 
the examinee’s interpretation the motives 
and purposes management are prime im- 
portance. 

Here word should said about the volun- 
tary nature these programs. must 
recognized that even though executive has 
the option declining participate, 
very apt avoid this course action the 
ground that his refusal will interpreted 
indication that has something hide. 
The extent which regards the examina- 
tion snooping device management 
determines the degree concealment. 

Why, for example, rarely the first 
examination encounter one those men who 
admittedly drinks more than good for him, 
when his private physician has ample evi- 
dence that such the case? Why have never 
heard, tackling job too big for me,” 
when from oblique discussion this fact ob- 
vious physician and patient alike? Later, 
when the examinee has convinced himself that 
management unaware the results his 
examination has not used them improperly, 
more frank and full discussion his prob- 
lems often results. 

Other factors determining the acceptance 
the examination the examinee are his 
age and past medical experience. young man 
who has always enjoyed good health sees less 
point the program than does the man 


his sixties who has increasing evidence that 
his health not what once was. 

our group 1,500 executives, per 
cent were found have significant ab- 
normalities and treatment any kind was 
required. person falls within this segment 
the group, several years negative findings 
tend reduce his zeal for the program, espe- 
cially when contemplates the unpleasant 
and sometimes painful diagnostic procedures, 
such proctoscopic examination. When, 
however, this person told that our program 
has disclosed nearly two unsuspected cancers 
yearly for the six years our operation and 
that all but one the individuals involved 
are now living and well, his enthusiasm for the 
program apt return. When told, 
further, that the amount serious disease un- 
covered increases sharply and steadily with 
age (top chart) and that the time 
reaches double what was below 40, 
begins realize the value continued, 
faithful attendance. This especially true 
when understands that, according re- 
cent analysis (bottom expect that 
most this disease, regardless age, can 
favorably influenced treatment promptly 
and properly applied. 

interviewing and examining the same 
executives repeated occasions, have 
been struck the large number men who 
not have continuing relationship with 
personal physician. many instances, their 
children’s pediatricians are designated re- 
ceive our report, request that sent 
physician friend accompanied the 
remark, haven't really seen family doctor 
for years.” 

Surely, men the favored socioeconomic 
and educational group studied are 
barred from the best type medical care only 
their own negligence apathy. Sometimes 
our question, “Whom would you call you 
developed pain A.M. tomorrow’ starts 
machinery operation obtain family 
physician the real meaning the term. 
are likewise frequently astonished find that 
the man who was impatient learn the 
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New Diagnoses First Examination results his examination has been relieved 
when gets reassuring answer that fails 


consult his personal physician carry 
out any our recommendations. These atti- 
tudes the examinee, while exceptional, ob- 


CENT) viously detract from the value the periodic 
100 health examination. 


ATTITUDE THE PHYSICIAN 


The majority companies subscribing pe- 
riodic executive examinations have requested 
that they carried out, where possible, 
clinics rather than the private physicians 
the men concerned. The reasons most fre- 
quently prompting this choice, reported 
the companies themselves, are: 


The multiple procedures involved are best 
conducted group, since specialization 
function required and this can most effi- 


ciently organized clinic where the physi- 

AGE: UNDER AND OVER cians function together and where, therefore, 

MAJOR MINOR the time and energy the examinee can 
saved. 


The examinations under these circumstances 
frequently achieve objectivity not otherwise 
possible. 


age and optimal result treatment 


PER 100 PEOPLE group making large numbers this type 
examination can, through research, translate 
their experience into improved techniques and 
refinements the scope and nature the 
100 examinations. 


However, regardless the type organi- 

zation, usually two and sometimes three 

groups physicians are involved: (1) those 
physicians making the examination, (2) the 
plant company physicians, and (3) the 
personal physicians the examinees. The 
attitudes all three influence the ultimate 
effectiveness the examination. Speaking 
the director clinic which many different 

physicians participate the periodic health 

examination program, can comment that the 
present-day training the physician makes 

him more alert and interested the symp- 
AGE: UNDER AND toms and signs already established disease 
than the detection incipient disease. 

NOT HELPFUL HELPFUL oriented toward illness rather than toward 
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health. Confronted with healthy looking man 
who has symptoms, the physician apt 
become superficial his history taking and 
physical examination, sustaining his interest 
and attention only with effort until experience 
teaches him that more difficult and chal- 
lenging uncover disease early than late. 
certain job education is, short, needed for 
the physician making these examinations. 

Concerning the company physicians, have 
had uniformly satisfactory experience. They 
are fully informed and interested the poten- 
tial benefits executive health examinations, 
and the implementation recommendations 
resulting from such examinations regarded 
them one their responsibilities. 
general, have the impression that those pro- 
grams which company physician in- 
volved are the most effective. serves 
important function interpreting the report 
the examinee, evaluating the results 
the light his knowledge the man his 
business setting, and providing stimulus 
follow therapeutic suggestions re- 
sulting from the examination. 

The personal physician ultimately respon- 
sible for whether not the examination re- 
sults action beneficial the examinee, as- 
suming that the latter consults his physician 
for treatment advice. Very little factual in- 
formation available concerning the attitudes 
those persons responsible for this vital last 
step the process. For example, how en- 
thusiastically does the personal physician ac- 
cept the idea company-sponsored physical 
examinations? recent survey made 
such physicians, per cent considered them 
useful, per cent thought they were some- 
times useful, and only per cent believed 
them not useful. 

When the final step involving the family 
physician fails, however, usually does for 
one more the following reasons. 

The physician has certain amount antip- 

athy toward the entire program. One finds 


small segment the profession that denies the 
validity the two medical concepts stated 


the outset, although they usually give evi- 
dence support their position. Occasionally 
they cite what they consider the sometimes un- 
necessary anxiety engendered the exami- 
nation the false sense security may pro- 
duce. Mainly, however, they are merely against 
such programs. 
The physician rejects minimizes the impor- 
tance the findings and recommendations re- 
sulting from the examination. times, this 
because perfectly proper difference 
opinion. More often, suspect, arises from 
uncomfortable feeling the part the 
personal physician that himself should have 
found the abnormality and taken the lead 
initiating proper treatment. The more serious 
the finding, the more apt minimize it, 
since admit its seriousness raise the em- 
barrassing question why did not discover 
the ailment. 
The physician, although entirely agree- 
ment with the objectives the periodic health 
examination, may merely resent competition 
from group his colleagues. group has cer- 
tain inherent advantages making this type 
examination that individually cannot effec- 
tively match. 

would unfortunate leave the impres- 
sion that physicians general are out sym- 
pathy with the objectives methods the 
periodic health examination. worth re- 
peating, therefore, that these comments apply 
only fraction our physicians (12 per 
cent our own small sample) and that they 
result from antipathy examinations their 
patients carried out company initiative 
other physicians. All these things consid- 
ered, would appear that the executive, hav- 
ing completed periodic health examination 
experienced clinicians, should emerge with 
useful medical recommendations that will 
accepted the great majority personal 
physicians helpful. 


SUMMARY 
The most compelling argument for execu- 


tive health examination the established fact 
that individuals who consider themselves well 
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and are actively work are found have 
startlingly high incidence significant phys- 
ical abnormality. fact, per cent have the 
early signs diseases that are serious and that, 
they develop their full potential, can pro- 
duce major disability even death. Among 
these diseases are some that can success- 
fully eradicated, such early cancer; 
others, future difficulty can forestalled 
the removal premalignant lesions. Other 
diseases can ameliorated arrested, for 
example, peptic ulcers tuberculosis. The 
positive yield disease conditions, both 
serious and trivial, sufficiently great jus- 
tify the time, cost, and inconvenience the 
periodic health examination. 

the other side the coin, however, 
the impression (that admittedly cannot well 


documented) that the maximum possible bene- 
fits the knowledge gained are not always 
being realized. This not the result much 
failure times act the results. Apathy 
negligence the part the examinee oc- 
casionally responsible; failure co-ordinate 
efforts the various physicians involved can 
sometimes identified. The failure man- 
agement respect the private and privileged 
nature medical information concerning its 
executives can jeopardize otherwise sound 
program. 

All these factors, however, can cor- 
rected everyone concerned fully appreciates 
the benefits that can result from programs 
personal preventive medicine that are well 
conceived and properly executed. 


yet sensible were the Romans the imperfection valour 

without skill and practice, that, their language, the name 
army was borrowed from the word which signified exercise. The 
recruits and young soldiers were constantly trained both the 
ing and the evening, nor was age knowledge allowed excuse 
the veterans from the daily repetition what they had completely 
learnt. Large sheds were erected the winter-quarters the troops, 
that their useful labours might not receive any interruption from the 
most tempestuous weather; and was carefully observed, that the 
arms destined this imitation war, should double the weight 
which was required real action. The soldiers were diligently in- 
structed march, run, leap, swim, carry heavy burdens, 
handle every species arms that was used either for offence for 
defence, either distant engagement closer onset; form 
variety evolutions; and move the sound flutes, the Pyrrhic 


martial dance. 


—Edward Gibbon 
THE DECLINE AND FALL THE ROMAN EMPIRE 
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accomplishments and prospects 


CURRENT questions are more important 
more interesting than those that in- 
volve the growth our economy and the im- 
provement our economic welfare. How fast 
has our economy grown the past? How fast 
may reasonably expect grow the 
next decade? And what kinds public and 
private policies should pursue realize our 
potential for growth? 

not surprising that these questions have 
captured the attention and aroused the con- 
cern thoughtful Americans recent years. 
The capacity our country increase its an- 
nual output the key our ability achieve 
sustainable improvements our standards 
living. the means for enlarging our capac- 
ity make further improvements living 
standards the future and strengthen our 
national security without the impairment 
current consumption. And essential for 
the maintenance the vigorous leadership 


Mr. Saulnier the Chairman the Council Eco- 
nomic Advisers. 


that now provide for the free and uncom- 
mitted parts the world and for the strength- 
ening this role world affairs the years 
ahead. 

Happily, the conditions our nation upon 
which economic growth and improvement de- 
pend have been and continue unusually 
favorable. have rich and abundant natural 
resources. have able and industrious 
people. have broad domestic market, 
the main unhampered internal barriers 
trade. have acknowledged talent for 
devising new and better ways doing things 
and the competitive conditions and keen com- 
petitive spirit that assure their being promptly 
adopted. have will strengthen our 
economy and improve our economic wel- 
fare. And, above all, have political and 
economic system that congenial the exer- 
cise initiative and the expenditure 
great effort behalf self-advancement. 

wonder that, with these favorable 
conditions, our nation’s economic achieve- 
ments have been unparalleled. Americans 
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have good reason proud the advances 
that have been made under their free econ- 
omy. These serve standard for the aspi- 
rations other nations the world. Let 
briefly review, using figures gross national 
product, the record what has been accom- 
plished. 

Based what know about the increase 
over the last century longer, one’s 
impression that economic growth the 
United States has gone forward very good 
rate. Recent estimates place the average an- 
nual increase over the last 120 years 3.7 per 
cent. This equivalent saying that over this 
long period time, spanning all intents and 
purposes the full extent our industrial his- 
tory, our nation has the average doubled its 
output goods and services every years. 


understandable, think, that our nation’s 
rate growth was somewhat higher the 
early years our industrial development than 
has been more recently. Still, recent rates 
economic growth have been good, too. Com- 
pared the average annual increase 3.7 
per cent for the past 120 years, economic ex- 
pansion the past years has proceeded 
the average rate per cent, making possible 
doubling national output every years 
(see Figure 1). 

interpret the meaning these growth 
figures for the welfare our citizens, must 
first reduce them per capita basis (see 
Figure 2). Doing so, find that output per 
capita has also increased significantly, provid- 
ing the basis for steady improvements our 
standards living. National output per capita 
has increased average annual rate 1.6 
per cent during the past 120 years. And 
interesting fact that, unlike the aggregate 
the average annual increase per 
capita gross national product has not slowed 
down recent years. 

far, have talked economic growth 
without reference the composition gross 
national product. This dangerous practice, 
and would caution against using aggregate 
figures the only measure economic 
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growth, and particularly against using them 
measure economic improvement. 

The figures have many limitations for these 
purposes. For one thing, they take account 
the increase leisure that has been 
achieved our economy our simple mate- 
rial needs have become more fully satisfied. 
Second, although the most meaningful meas- 
ure performance the long 
run what produces for the satisfaction 
consumer wants, gross national product con- 
tains much else. judge our economic per- 
formance reference the output con- 
sumable goods alone, find has been very 
good, indeed; late has been remarkably 
good. the past years, the output per- 
sonal consumption goods has been increasing, 
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the average, the rate about 3.2 per cent 
double the output items upon which the 
welfare people immediately and directly 
depends. And the years 1952-57, when gross 
national product whole increased the 
average annual rate 2.8 per cent, the output 
personal consumption goods increased 
significantly higher rate—3.8 per cent year. 


are justified taking satisfac- 
tion this record economic growth and im- 
provement. must not, however, fall into 
the error thinking that the growth our 
economy and the improvement our eco- 
nomic welfare individuals and nation 
are automatically assured and that can en- 
joy their fruits kind providential legacy. 
the contrary, know that economic ad- 
vances depend enterprise and work, the 
improvement skills, and increases the 
availability and quality the tools that make 
labor more productive. And behind these few 
factors stand many others that contribute 
the growth our economy. Indeed, could 
never make fully exhaustive inventory the 
influences that are pertinent economic 
growth free society. Nor can express 
every relevant factor numerical terms. The 
spirit enterprise, for example, vital the 
growth and improvement our economy but, 
like the driving forces life itself, this great 
power defies numerical description. 

However, convenient summarize and 
group all pertinent factors affecting growth 
influences two key economic variables: em- 
ployment and productivity. this connec- 
tion, the term employment embraces both the 
number persons employed and the average 
length the work week, and the term produc- 
tivity refers output per man-hour labor 
employed. 

The factors that lie behind increases em- 
ployment are reasonably familiar. They have 
with changes the size and composition 
our population, with the independently 
made decisions millions people 
whether not they wish participate the 


labor force, and with the success the private 
economy supplying job opportunities. 

the other hand, the forces that lie behind 
increases productivity are much more com- 
plex and, fear, less well understood. What 
call productivity actually summarizes the 
action nonlabor factors well the direct 
efforts labor itself. element eco- 
nomic growth, productivity dependent upon 
the state the productive arts technology, 
commonly call it; the skills the 
labor force; the vigor entrepreneurship; 
the quality business organization and 
management; the savings and investment 
that provide the tools and equipment that 
make the individual worker more productive; 
our free competitive institutions; and 
those actions and policies government that 
affect our human and material resources. 

not possible assign degrees impor- 
tance the various elements economic 
growth. Indeed, even difficult make 
satisfactory measures the increase over the 
years the use labor and physical capital 
our productive process. know, how- 
ever, that recent years the rate increase 
the use physical capital has been more 
rapid than the increase the use labor. 
has recently been estimated that physical cap- 
ital our economy has increased, since the 
end World War more than twice rap- 
idly employment. view this very 
rapid increase the use tools and other 
physical capital, not surprising that about 
two-thirds the increase the nation’s out- 
put goods and services the past seven dec- 
ades has been associated with improvements 
output per man-hour. course, factors 
addition capital, some which have al- 
ready been mentioned, have also contributed 
this result. 


much for past performance and the fac- 
tors explaining it. What can say about the 
prospects for economic growth the decade 
ahead? 

must, course, approach question 
this character with caution. Forecasting 
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bound remain hazardous art free so- 
ciety. know perfectly well that such 
society, where people determine their careers 
and spend most their money incomes ac- 
cording their own judgment and tastes, 
growth cannot proceed uniform rate. Set- 
backs must expected occasionally, not 
from the vagaries consumer behavior, then 
from the fact that businessmen will from time 
time misjudge the current market the out- 
look for markets the future. From prac- 
tical standpoint, our national ambition for eco- 
nomic growth might stated follows: 
achieve the highest average annual rate com- 
patible with the maintenance our liberties 
and traditions, with the balanced development 
our economy, and with the containment 
economic fluctuations within tolerably nar- 
row range. 


Within these limitations, what rate 
growth can reasonably expect achieve 
the next decade? 


think can expect very good rate 
growth this period. Our potential will 
greatly enhanced rapid increase the 
size our adult population and, hence, the 
size our labor force. Conservative estimates 
place the increase the labor force 1969 
about million over the present total. 
successfully meet the challenge providing 
the needed job opportunities, will have 
civilian employment nearly million per- 
sons that time. And, gross national prod- 
uct per employed worker increases about 
the rate achieved the past years, our total 
output goods and services 1969 will 
very close $700 billion, measured today’s 
prices. call your attention the fact that 
such expansion the nation’s output 
means average annual increase gross na- 
tional product per cent year, one-third 
higher than the per cent rate achieved since 
the end World War 

The achievement this per cent rate 
growth would represent very significant ac- 
complishment, that implies creating new 
jobs the next decade rate three times 


fast the rate required recent years. also 
implies that this great increase job opportu- 
nities would occur without impairing the rate 
advance productivity. Growth still 
more rapid rate would pose still greater chal- 
lenge, particular our ability improve 
our productivity performance. 


What must realize the growth po- 
tential that lies within our reach? There is, 
course, single measure policy that will 
assure success. Government has role play, 
the state and local well the federal 
level. But free economy, that role neces- 
sarily limited one. Much depends also the 
actions and policies private individuals and 
groups. One cannot give detailed blueprint 
public and private actions that would 
certain work. But one requirement out- 
standing importance: namely, the mainte- 
nance reasonably stable price level. 

reasonably stable price level needed 
our economy not for esthetic reasons but for 
very practical, functional reasons. benefits 
not just one another group our society, 
but the public large. provides the best 
framework for achieving steady and balanced 
economic growth. provides the most favor- 
able circumstances for holding economic fluc- 
tuations practical minimum. And offers 
protection against steps that would impair 
the operation our free competitive institu- 
tions and, doing, impair the sources 
initiative from which draw 
strength. 

Furthermore, reasonably stable price level 
provides incentives thrift and the chan- 
neling savings into productive investment 
rather than into the speculative bidding-up 
the prices existing assets. Expanded savings 
and investment are required supply ade- 
quately with tools the large numbers work- 
ers who will enter our labor force the next 
decade. They are also needed maintain and 
even more increase the rate advance 
national productivity. 

Happily, prices the consumer level have 
been fairly stable for over year. But there are 
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severe tests ahead, and cannot afford 
complacent about our ability meet them. 
Fortunately, the requirements for achieving 
reasonable price stability are mystery. The 
federal government can make important con- 
tributions number fields. Its monetary 
and credit policies must geared the 
growth needs the economy, but should not 
beyond these needs the extent that price 
increases are encouraged. Its policies man- 
aging the large outstanding federal debt must 
reinforce monetary and credit policies. And 
must administer numerous programs that exert 
more less direct effects costs and prices 
ways that minimize the inflationary hazard. 


But not clear that the federal govern- 
special contribution today the pre- 
vention inflationary developments keep 
its own financial house order? econ- 
omy growing ours today, private demands 
for capital expand productive facilities and 
increase consumption are rising. these 
circumstances, government would make its 
most favorable contribution steady eco- 
nomic growth achieving excess re- 
ceipts over expenditures. strive for such 
excess the right fiscal policy for period like 
that ahead. 

The private sector our economy can make 
signal contribution the maintenance 
price stability and thus economic growth 


the decisions makes sharing the rewards 


economic activity. the past, our consumer- 
oriented society has provided wages that 
spelled widening markets and rising standards 
well-being. has also provided returns 
capital that supplied both incentive and 
means for creating new job opportunities and 
for raising productivity. But the record would 
have been even better could have suc- 
ceeded holding the general level prices 
more nearly stable. Clearly, should strive 
for private policies affecting the distribution 
economic gains that, helping maintain 
over-all cost and price stability, will contribute 
vigorous and orderly economic growth. 

Although single definitive blueprint for 
achieving the desired future rates growth 
can supplied, success obviously depends 
our reaching proper solutions these broad 
problems public and private policy. There 
can guarantee that such solutions will 
found, but are encouraged the record 
economic growth and improvement already 
achieved believe that they can found and 
that can thereby better the performance 
the past. 

the extent that enhance public under- 
standing the problems needing solution and 
enlist broader support for constructive ap- 
proaches them, can properly have confi- 
dence our ability meet the economic chal- 
lenges that confront and realize most 
fully the great potential for growth that lies 
within our reach. 


ROBINSON NEWCOMB 


Tomorrow’s Metropolitan America 


USINESSMEN, including 
kers, dream big profits fat commis- 
sions and city planners develop ulcers when 
they think about the future growth cities. 
They envision the East Coast from Portland, 
Maine Norfolk, Virginia one vast city. 
They see other huge cities running, for in- 
stance, from Pennsylvania into what now 
Cleveland, and they see still other megalopo- 
lises scattered around—if scattering term 
that can used for such monstrosities. 

such prospect realistic? so, what does 
mean for business decisions? not real- 
istic, what should really expected, and what 
should done about it? 


ESTIMATION ERRORS 


One officia! illustrated common attitude to- 
ward city growth when said recently that 


Mr. Newcomb private economic consultant, operat- 
ing Robinson Newcomb Associates. 


inasmuch part our current urban prob- 
lems result from the fact that had under- 
estimated city growth, now making high 
estimates all his work. This not valid 
reasoning. What should determine 
why underestimated before. Then can 
see the reasons that caused underesti- 
mate the past will continue exist the 
future. thesis this analysis that some 
the pressures that were unrecognized ten, 
twenty, thirty years ago have passed their 
peak. may just apt overestimate 
now were underestimate the past. 
underestimated the past because did 
not recognize changes they occurred. 
may overestimate today for the same reason. 
may have caught with the past but not 
the present. 

easy see how the Gargantuan con- 
cepts future city growth came into being. 
From 1930 1940, the number urban 
households grew 300,000 per year; from 
1940 1947, 500,000 per year; and from 
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1947 1950, 1,100,000 per year. The total 
number households grew 500,000 year 
the 600,000 annually from 1940 
1947, and 1,500,000 per year from 1947 
1950. project that rise the rate 
growth into the foreseeable future, much 
the United States becomes urban. Even the 
rate growth should not continue increase, 
urban expansion steady rate million 
households year would double the number 
city dwellers about thirty-five years. 

But there are reasons why the past should 
not projected this fashion, why what has 
been happening the past need not continue 
happen. First, nearly per cent the in- 
crease the number nonfarm population 
households has been due migration from 
farms. The number farms has dropped 
about 4.6 million. These farms are longer 
inexhaustible source for future migration; 
within the next two decades, migration may 
cut appreciably. Furthermore, many families 
may stay farms even though good propor- 
tion their income shifted nonfarm 
sources. 

second reason for caution projecting 
urban growth the fact that deaths are in- 
creasing faster than marriages. 1956, 
marriages exceeded deaths, but the number 
deaths 1959 (through August) has been over 
per cent greater than the number mar- 
riages. Households are now being broken 
increasingly fast rates. While the entrance rate 
stays high, the exit rate, the dissolution 
households, continues grow. 

Another reason for past city growth has 
been the increased demand for space per per- 
son. After World War II, single people began 
occupy their own quarters large numbers. 
social security benefits increased, many 
older people who had previously lived with 
their in-laws were able re-establish main- 
tain their own quarters. This, too, added the 
demand for space. From 1950 1955, the in- 
crease the number housing units occupied 
other than married couples almost equaled 
the increase the number homes occupied 
married couples. But the surge demand 


single people and other nonmarried-couple 
households has passed its peak. The rate 
growth household formation has begun 
slow down. With the rate growth the 
number households slowing down, and with 
migration from the farm ready slow down 
the future, the population pressure for addi- 
tional city space may not great some 
have feared. 

One trouble with projections that they 
not indicate when changes are coming. 
analysis the causes past development 
safer method for planning for the future than 
projection past developments. Such 
analysis suggests that the rate urban growth 
experienced from 1947 1950 may not ex- 
perienced again until 1980 later. The combi- 
nation war-induced pressures and the 
changed standards living brought about 
high employment caused revolution living 
standards. From now on, progress may more 
evolutionary than revolutionary. The explo- 
sions decade ago are being replaced 
slower but healthy, relatively steady, progress. 

the expected growth about per cent 
per year the nonfarm population, after al- 
lowing for changes past pressures, housed 
with density averaging 2,000 people per 
square mile, about million acres per year will 
needed for residential purposes, and possi- 
bly another million for other 
poses. Such development will add roughly 
per cent per year the nonfarm, residential, 
business, and commercial area used.The diver- 
sion roughly million acres 3,000 square 
miles year nonfarm uses has aroused some 
fear that land prices will thereby increased. 
However, three acres properly operated can 
now support roughly three persons, and pro- 
ductivity increasing per cent per year. 
ten years, three acres may supporting 
about four people. This per cent per year in- 
crease productivity adding the equivalent 
17.5 million acres year our farm area. 

But the growth the population requires 
addition only about 4.5 million acres per 
year for food purposes. add these 4.5 mil- 
lion acres the roughly million acres per 


year required for the growth the nonfarm 
economy, get total growth land needs 
about 6.5 million acres year. are 
adding the equivalent 17.5 million acres 
through increased productivity, after subtract- 
ing annual growth needs 6.5 million, find 
are continuing add net million 
acres farm capacity our already surplus 
figure million acres. The Department 
Agriculture has been trying retire farm land, 
but the increase productivity has been 
greater than can offset the impacts 
growing population and growing nonfarm use. 
Increased farm land values, then, will not 
caused shortages but increased produc- 
tivity. 

City growth may average about 600,000 net 
new households year for the next decade 
so. Will the growth the suburbs and 
exurbia continue current levels something 
over 400,000 per year? What will this mean for 
business decisions? 


MANUFACTURING 


Cities have owed their existence the fact 
that they provided environment which 
manufacturing could proceed relatively 
ciently, and one that was conducive the 
service industries. The nature city growth 
suggested here will depend not only how 
fast the population grows but also what 
happens these industries. 

practically all industries, manufacturing 
has long since passed the handicraft stage. 
has reached the point where the productivity 
the machine increasing faster than de- 
mand. The number production workers 
manufacturing has therefore been declining 
for several years. The number production 
workers reached its peak little over 
million 1953; about million now. 
1953, there were less than points the 
Federal Reserve Board index for each million 
production workers manufacturing. The in- 
dex has now reached points for every mil- 
lion production workers. Even the index 
were rise per cent per year (it has been 
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rising less than per cent per year and even 
the output per production worker were 
rise only half much per year between now 
and 1970 has the last six years, there 
would net growth employment pro- 
duction workers that interval. There could 
points per million production workers 
the manufacturing index 1970 with 
expansion the production labor force. 

The manufacturing index has reached 
level nearly three times that 1929, but the 
volume industrial construction the last 
four years has been only about per cent 
greater than was 1928-1929. The levels 
reached 1957 may not exceeded for some 
time. However, the urban land area required 
for manufacturing will expand. Factories will 
need more space for parking. They will need 
more office space for supervisory, policy, pro- 
fessional, and other nonoperating staff. And 
they will need more floor space per productive 
worker employed, although not per unit 
goods produced. 


SERVICE INDUSTRIES 


the other hand, service industries are ex- 
panding. They have grown from roughly 
million employees 1919 over million 
now, and the rate growth has not been de- 
clining. even greater rate growth the 
amount space needed and around cities 
for service workers may expected the 
future. 

The percentage nonagricultural white- 
collar employment offices, sales, and clerical 
work rose from 40.6 per cent 1947 43.8 per 
cent 1956. reaches 45.5 per cent 1970, 
this will probably mean million employees 
with desks. The number employees with 
desks grew about 350,000 year from 1950 
1956, and may grow over 400,000 year during 
the next decade. 

The increased output per white-collar 
worker part result increasing in- 
vestment per worker. This tends mean more 
space per worker. While space per unit 
goods and services produced tends drop, the 
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space per worker tends rise. increase 
400,000 per year the number workers 
with desks would seem mean bigger vol- 
ume commercial construction for the next 
decade than has occurred this decade. Fur- 
thermore, this construction will require more 
parking space per worker than was required 
the last decade. The continued rapid growth 
space required for services and the slowing 
growth the space required for production 
purposes does not suggest much increase 
downtown space requirements but does sug- 
gest growing space requirements the sub- 
urbs. The number workers the centers 
most large cities has not been growing. The 
increased efficiency with which service func- 
tions can performed discourages rise 
demand for floor space large downtown 
areas, but not enough offset the big rise 
demand for space suburbs and smaller 
cities. 

The number people going leaving 
the center town not increasing. There has 
been shift from mass transit automobile, 
but the total number passenger trips the 
downtown area has not grown most large 
cities. 

Most the services cities perform, except 
for central management and special functions 
with limited markets, can performed the 
suburbs. Most retail sales can handled 
the suburbs. Except for special situations, such 
the garment industry Manhattan, most 
manufacturing can handled better the 
suburbs than downtown. Because, general, 
most the manufacturing the future will 
much cleaner and quieter and will not require 
the huge aggregations employment that 
were common the manufacturing 
will tend dispersed smaller towns 
the suburbs larger cities. 

This will permit cellular growth sub- 
urbs. Groups manufacturing, distribution, 
and professional services will develop that can 
nearly autonomous. They will rely the 
center cities for general control and for cer- 
tain specialties. They will, course, get much 
their raw material and ship much their 


physical production and from other commu- 
nities. But new manufacturing will not cen- 
tered one part town with new distribu- 
tion, production, service, and residential areas 
sharply delineated. The European concept 
intermixing industry, trade, and residential 
areas will come more acceptable here. 
Suburbs will thus become more attractive. 
The distance, terms time and possibly 
even terms space, between work and 
home can cut, and yet the home can 
attractive apartments with ample grounds. 


POPULATION CHANGES 


This development will match the change 
family patterns. There will little growth 
during the next decade the number 
households headed individuals aged 30-45, 
the age group that has found exurbia most 
attractive. The growth will come largely 
households headed individuals under 
and over 50, age groups that prefer live near 
their work, best suburban areas. 

These age groups find apartments more ac- 
ceptable than families whose head aged 
between and 50. apartment-house living 
will grow relatively more than has since 
1950. With more young families without chil- 
dren with only young children, and with 
more elderly families without children, sub- 
urbs readily accessible places employ- 
ment will more attractive than distant ex- 
urbia. Suburbs may continue grow good 
levels, but exurbia may not grow fast the 
future the recent past. 

This significant for business decisions. 
gross demand for million acres year, largely 
suburban areas, for nonfarm uses not 
large enough demand itself warrant hap- 
hazard purchase land for speculative, busi- 
ness, residential use. careful investor can 
purchase tax-exempt bonds yield per cent 
more with high security. the interest 
such bonds reinvested received, per 
per cent tax-exempt issues, the original capital 
will double about eighteen years. 


But land purchased, taxes must paid 
each year. the land held for eighteen years 
and sold profit, order make per cent 
net after capital gains taxes per cent 
cluding state capital gains taxes and after an- 
nual local taxes say per cent, the land 
would have rise value 335 per cent its 
purchase price. Carefully selected land, but 
not all land, will this. Apartment sites may 
prove more profitable than single-family sites. 

When the United States moved from partial 
high employment, when the social security 
system began function, and when inflation- 
ary pressures were added these forces, land 
values exploded. But that does not mean they 
will continue explode. Greater care will 
needed selecting and valuing land the 
next decade than has been needed this dec- 
ade. Buying land servicing community 
will require more skill the than 
the 1950’s. And will the tasks public ad- 
ministration. 


PUBLIC ADMINISTRATION 


Growing suburbs and cities will interlock. The 
great difficulty maintaining separate sewer 
water systems, separate street maintenance 
crews, even separate police departments for 
the proliferation small independent political 
entities already being recognized. suffi- 
cient number citizens and corporations are 
conscious this difficulty have made seri- 
ous impact local government thinking. 
Some metropolitan communities (Cleveland, 
for have already put some utilities, 
such sewerage and water, under common 
management; other communities are studying 
the possibilities for integration services. 
problems are recognized, communities are 
given basis for further integration com- 
mon operations. 


Metropolitan communities the future will 
have increasing amounts technical services 
handled common technical staff. But so- 
cial services such schools, hospitals, and 
even some police work may continue 
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more decentralized and responsive local 
opinion for longer period. Local opinion may 
little help regarding questions purity 
water adequate sewer design but can 
important handling social problems such 
schools. 

This fact will emphasized the propor- 
tion the professional 
population continues increase. Since 1900, 
the percentage professional workers has 
risen more than per cent; managers, 
officials, and proprietors, 200 per cent; and 
other white-collar workers, over 300 per 
cent. The percentage manual and service 
workers has dropped third. Interest 
local problems and ability tackle them, 
therefore, will grow the education the 
population grows and the number hours 
the office drops, releasing more time for 
work community problems. 


The cities the future will become more 
and more like giant public utility systems, han- 
dling water supplies, maintaining streets, zon- 
ing, policing, and forth. Running cities 
becoming highly technical operation that 
cannot handled political hacks. Busi- 
nessmen must recognize that good municipal 
government necessary for efficient, low-cost 
business operation. Many firms have men who 
deal with the federal with state govern- 
ments. For increasing percentage com- 
panies, will more important spend time 
municipal government than federal gov- 
ernment problems. 

The creation metropolitan authorities 
handle technical matters that cross jurisdic- 
tional lines—sewerage, water, roads, commut- 
ing, traffic, and on—is task requiring great 
skill and intimate knowledge local people 
and problems. cannot handled distant 
“home offices.” But local business cannot com- 
pete indefinitely unless its metropolitan area 
becomes relatively efficient. Home offices must 
give latitude local offices provide time 
and talent tackle local politicoeconomic 
and socioeconomic problems. The importance 
this may illustrated our growing local 
transportation problems. 
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TRANSPORTATION 


When relied mass transportation, indus- 
try had centrally located. moved 
from mass toward individual transportation, 
workers had continue travel the areas 
which employment was located. But now 
that employment responding the avail- 
ability personally owned transportation, 
industry finding dispersal plants, made 
possible the personally owned automobile, 
desirable from production standpoint. Ex- 
panding production and distribution facilities 
are therefore being scattered more widely and 
smaller packages—they are being located 
the suburbs and the smaller towns. Traffic 
work not increased greatly this process 
because the distance between the home and 
employment does not have increase work- 
ers move suburbs. does not increase be- 
cause employment centers are moving with 
the workers. The increased transportation 
served the approximately 30,000 miles 
local and the 6,000 miles arterial roads being 
added each year. This relieves pressure 
traffic downtown areas, and, the urban 
portion the interstate highway program 
nears completion, will easier, rather than 
harder, get downtown. Only 
nesses that can economically justified 
downtown will remain there, and traffic facili- 
ties can made adequate. 

But unless the traffic arteries and parking 
facilities are adequate number, design, and 
location, and unless these facilities serve the 
metropolitan well individual political 
jurisdictions, adequate and low-cost transpor- 
tation and healthy metropolitan growth will 
not possible. such growth occur, 
businessmen must take not only direct inter- 
est but action. Cost-cutting within plant will 
not sufficient; costs dealing with the area 
whole, the area outside the plant, must 
cut too. 


CURRENT PROBLEMS 


Other city problems are important efficient 
company operation. Among these are: 


Poor city government 

Overlapping political jurisdictions 

Lack resources and power the part cities 

Lack regional planning authorities 

Failure integrate zoning, planning, and traffic 
engineering 

Lack uniform regional building codes 

Inflated downtown land values 

High real-estate taxes 

Dispersed ownership and liens 

Racial prejudice 

Air pollution 

Lack enforcement minimum standards for 
structures and occupancy 


Now that these problems have become 
acute, and now that solutions are necessary 
our economy and our standards living are 
grow, these problems are being attacked. Busi- 
are paying more attention them. 
Intense interest schools, for instance, has 
helped alert citizens the need for political 
action and for methods for solving political 
problems, and more urban responsibilities are 
being given civil service technicians. Cor- 
ruption and small local favors are being used 
less maintain the power political ma- 
chines. 

The fact that cities are creatures states 
and that most states are rural-minded contrib- 
utes the difficulties. Few major city prob- 
lems can solved unless state governments 
delegate adequate authority urban and 
metropolitan public corporations. The failure 
states this has been major reason why 
cities have turned the federal government. 
However, the proportion farm population 
drops, the strength the urban population 
grows—even state governments. Thus, ur- 
ban and metropolitan jurisdictions are getting 
and will continue get increased authority 
well responsibility. the trend toward 
Washington the source money and re- 
sponsibility stopped, one essential step 
the development more power and respon- 
sibility local metropolitan areas. 

One the several problems listed need- 
ing the attention businessmen merits special 
mention—racial prejudice. Minority groups are 


under increasing pressure 
grows. minority family living over the hill 
rural area may cause difficulty, but 
when minorities become concentrated ghet- 
tos and when the incomes minorities rise, 
irresistible forces are created. Several types 
solution are possible. For instance, the amount 
public housing may expanded. public 
housing can added without first demolish- 
ing large amounts existing housing, pressure 
will temporarily relieved. The basic prob- 
lem will not solved, but some the symp- 
toms will alleviated. 

additional public housing cannot built 
without first demolishing existing residential 
facilities, even the public-housing solution 
minority housing needs becomes difficult. 
such situations, municipal officials who may 
want enforce housing occupancy and build- 
ing code ordinances and regulations may find 
themselves frustrated inability find 
decent housing for those living quarters that 
should condemned. municipal officials 
may find themselves prevented 
demning substantial properties getting 
them raised minimum standards the po- 
litical power those earning high monetary 
returns from slum quarters. minorities had 
access decent housing, 
would much less attractive them and the 
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return slum properties would much less 
attractive owners. 

Public housing, therefore, can alleviate but 
not solve the housing problems minorities. 
has not reduced slums and may not able 
unless and until the conditions that drive 
people the slums and that make slum owner- 
ship attractive are reduced and possibly elimi- 
nated. Then public housing will not needed. 
Public housing palliative, but one that 
must kept until all groups the population, 
including minority and low-income groups, 
can have access suitable quarters. The prob- 
lem housing for minorities will solved 
result the rising incomes 
power minorities, and part the over-all 
improvement urban conditions. But until 
this problem solved, the centers cities may 
unstable. 

this hurried review, not mean 
imply that possible future urban growth will 
come easily and without strain. mean 
suggest that the growth may not rapid, 
the literature has suggested. something 
businessmen can and all probability will 
able take their stride. And they learn 
how handle the problems involved, their 
costs doing business will drop and the at- 
tractiveness their communities will increase. 


strong testimony the energy and the initiative the 

bourgeoisie that succeeded its own efforts setting foot 
the municipal organisation, which the first outlines appear the 
eleventh century, and which was already possession all its essen- 
tial organs the twelfth. The work thus accomplished all the more 
admirable because was original creation. There was nothing 
the existing order things serve model, since the needs 


was designed meet were new. 


The most pressing was the need for defence. The merchants and 
their merchandise were, indeed, such tempting prey that was es- 
sential protect them from pillagers strong wall. The construc- 
tion ramparts was thus the first public work undertaken the 
towns and one which, down the end the Middle Ages, was their 


heaviest financial burden. 
—Henri Pirenne 
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ARTHUR CULLMAN 


Policy Reappraisal and Maintenance 


firm’s economic environment often calls for policy realignment and restatement. 


article takes the 
matter business policies—the governing princi- 
ples that guide organization activity. has be- 
come commonplace note the swift and exten- 
sive organization changes that mark our era. 
Decentralization, expansion into new lines, and 
realignment authority and responsibility are 
everyday problems. Not always obvious 
that these changes may antiquate existing 
policies. While keeping eye the most ap- 
parent organization changes, are danger 
losing sight policy obsolescence. the policy 
level, successful management evaluates and ad- 
justs the control mechanism adapt the firm 
changing conditions new environment. 

While sometimes hard exact about 
the nature and meaning changes yet come, 
this much clear: The ability reappraise, re- 
state, test, and communicate 
cies will decisive factor business survival 
and growth. 


Mr. Cullman Associate Professor Business Organiza- 
tion, The Ohio State University. 


INCE change constant, organizations must 
constantly revise their objectives serve 
the needs their environment. Policies, which 
help implement the striving organizations 
toward their varying objectives, must reap- 
praised, realigned, and restated maximize 
the economy and the effectiveness mana- 
gerial efforts. These new changed policies 
must then tested and evaluated well 
presented and interpreted. 


REAPPRAISING POLICIES 


The need for policy reappraisal develops from 
variety changes that occur firm’s eco- 
nomic environment. During boom times, 
small percentage sales may adequate 
carry the kinds public relations work 
that community expects responsible or- 
ganization. But the amount public relations 
activities can varied both quantity and 
quality throughout the business cycle order 


take advantage changes they occur. 
For instance, credit policy that seemed per- 
fectly adequate the start boom may 
changed measurably the end the boom. 
most businesses, more liberal credit policy 
expected during the early and middle 
stages boom than during the later stages 
when fear major changes prevalent. 


The action competitors perhaps the 
most frequent reason for the reappraisal 
business policies. New packaging presenta- 
tion devices create the need for rapid change 
the policies concerning packaging itself, 
shipping, and many other aspects the mar- 
keting and manufacturing goods. the 
field finance, the competitive techniques 
used create ease purchase through credit 
seem have been responsible for changing 
the public’s attitude toward installment debt. 
order produce many goods competi- 
tive prices, has been necessary revise the 
depreciation policy used equipment all 
sorts. 


Even when organization does not change 
markedly size, there frequently change 
the organizational techniques used. Some- 
times department subdivided that there 
are two men instead one man with two jobs. 
result, policy that formerly was the re- 
sponsibility one executive may become 
shared responsibility. Quite frequently, com- 
petitive situation creates the need for or- 
ganizational changes that require additional 
adjustments many policies not directly con- 
nected with particular aspect the organi- 
zation. For instance, the company changes 
from the more traditional type sales organi- 
zation the use product managers, 
obvious that both production and finance are 
greatly affected. 

Whenever new changed objectives the 
firm are set up, many policies need reappraisal. 
Vertical integration, either back toward the 
prime producer forward toward the retailer, 
example the kind change that may 
require new policies. Greater integration de- 
mands carefully balanced utilization many 
types skills. The manufacturer who inte- 
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grates forward may surprised discover 
that wholesaling and retailing require policies 
that were unnecessary when only manufactur- 
ing activities were being carried out. 


necessary policy reappraisals check 
the effectiveness the policies use 
variety techniques. many companies, 
there are what might termed “awareness 
meetings” attempt recognize the changes 
that have occurred policies. Those con- 
cerned with the policies might asked, 
“What guides would you use decide the 
limits customer service?” technique fre- 
quently used discover whether the reap- 
praised policies have been understood ask 
supervisors, “Under what policy raise 
lower the wages our employees?” many 
instances, management would surprised 
discover how little understood about the 
policies that have been carefully conceived 
and written. 

Another technique that helps checking 
the need for policy reappraisal question 
the frequency interpretation reliance 
present policies. Policies that are not utilized 
regularly relied with great deal confi- 
dence should re-examined and either elimi- 
nated completely restated part more 
important and useful policy. 


Major administrative and operative tasks 
are frequently allowed float without specific 
policy coverage. insure that all personnel 
who are concerned with problems have the 
maximum benefits policies, important 
see that administrative and operative activi- 
ties are-covered policy statements that are 
understood. Certainly, great number 
activities should allowed float for any 
length time without policy coverage. 


Policies also may checked against the 
bench marks objectives that have been set 
forth the firm’s top executives. Although 
policies are long-range rules action and help 
guide the business over long periods, they nev- 
ertheless must reappraised order make 
certain that they are helping rather than hin- 
dering the organization its striving toward 
its objectives. 
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REALIGNING POLICIES 


provide policies that are useful various 
echelons management. Although top man- 
agement must make certain that policies are 
complementary, the production people need 
not know about policies that are importance 
only the finance marketing people. One 
the common empirical devices for making 
certain that policies are properly aligned 
set them organic function and group 
them such way that duplication mini- 
mized. 

Frequently, policies are grouped the peo- 
ple who will most apt use them. this 
type grouping, however, the danger that 
the policy groupings may not changed 
match personnel adjustments. Although 
sound management have functions govern 
organization structure, people more frequent- 
govern the kind organization that exists. 

Spatial and temporal importance policy 
realignment often overlooked. more and 
more factories and branches organizations 
move the suburbs, decentralization physi- 
cal facilities makes necessary reorganize 
the policies that were devised take care 
more centralized location. Policies should 
available any location where they may 
needed hurry, decentralization tends 
increase the need for written policies covering 
many problem areas. 

Deductive reasoning often helps realign- 
ing policies. meeting operative people 
often can help show the need for higher eche- 
lons management formulate policy. The 
reverse technique also very useful. When top 
management sets objectives, lower echelons 
can asked for their ideas concerning policy 
formulation. This should enable realignment 
policies that they are more complete and 
usable. Customer-oriented thinking can 
helpful creating climate deductive rea- 
soning for setting forth proper policies. sum- 
mary question using this approach might be, 
“What our customers get, need, right- 
fully expect from our services?” 


many instances, necessary recog- 
nize that homogeneous functions create the 
need for horizontal co-ordination. Personnel 
policies affecting all employees must uni- 
form all the divisions organization. 
examination the places where policies over- 
lap conflict might include consideration 
legal, marketing, accounting, finance, and pro- 
duction policies. Particularly the case the 
large firm, extremely important that all 
policies eliminate overlap and are harmony 
with one another. 

Many the problems realigning policies 
stem from the decentralization authority 
responsibility. Under the profit-center con- 
cept, obvious that policies will inter- 
preted the executive responsible for the 
profit center. the outset, the policies are 
probably harmony with those centralized 
management. Nevertheless, over period 
time, these policies are restated and reinter- 
preted. Policies change over time they are 
handed down succeeding executives 
profit centers and their subordinates. 


RESTATING POLICIES 


restating policies, the semantic problems 
are many and complex. With the diverse edu- 
cational backgrounds many executives, 
terms must carefully defined that mis- 
understanding can possible. Let con- 
sider, for moment, example from the field 
pricing. The policy indicates that one price 
will charged all who distribute the prod- 
uct ultimate users retailers. Can dif- 
ferentiate among jobbers, wholesalers, distrib- 
utors, and brokers under this policy? 
matter trade custom that some firms en- 
gaged wholesaling activities are called job- 
bers while others are called wholesalers dis- 
tributors. complete understanding the 
functions that must performed these 
variously named institutions should gained 
anyone who implementing the policy. 
Under the Robinson-Patman Act, 
vital importance that clear distinctions 
made among the various kinds middlemen 
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who are operating the American market. 
some trades, the term “cash discount” used 
such way that really takes the place 
functional trade discount other lines 
business. can readily seen, therefore, that 
new markets develop and new types cus- 
tomers are solicited, the policies must re- 
stated that the terms under which discounts 
are given are equally applicable all firms 
served. 

Recently, large firm was embroiled 
policy problem because misunderstanding 
the term “preparation for use.” manufac- 
agent for the firm had read the cus- 
tomer the policy that the price the product, 
machine tool, included preparation for use. 
This implied that the machine tool manufac- 
personnel would complete preparation 
for use before leaving the premises. The cus- 
tomer planned use the tool for several types 
activities and needed some adjustments 
order make various parts. The installation 
engineers were sent the place 
business, was usual this kind situation, 
and the customer demanded that these engi- 
neers set the tool and run several items 
each the parts that were wanted. The cus- 
tomer demanded that charge made for 
this service. However, the branch manager in- 
terpreted the policy mean that the tool 
should set and run for one part. The 
installation engineers did indicate how the 
manufacturer could use for variety ap- 
plications and what had done make 
various other parts. The customer and supplier 
argued over the term “preparation” vigor- 
ously that eventually the rep- 
resentative had have the entire installation 
removed. The manufacturer would not allow 
the amount engineering time that the cus- 
tomer demanded under what the customer 
considered the proper “preparation for 
use. 


some cases, the need for restating policies 
may stem from changes colloquial usage 
terms. One example archaic terminology 
will suffice indicate the problems that may 
arise. The term “dispatch” was used indi- 


cate formal acceptance proposition that 
would binding only the acceptance were 
dispatch letter. seems obvious that this 
particular policy statement had not been re- 
vised many years, since the term “dispatch” 
instead telegram wire has not been used 
for long time. 

Despite the mass communications media 
that are available substantial proportion 
the American public, many terms are col- 
loquial one area the country and rela- 
tively unknown another. therefore im- 
portant that the terms used any policy 
clearly defined and carefully checked against 
the meaning given these terms various 
sections the country. 


like manner, various age groups are ac- 
customed using terms not readily under- 
stood other groups. The semantic problems 
restating policies are minimized effective 
presentation and interpretation regular in- 
achieved from utilization sound policies, the 
presentation and interpretation these 
cies must regularly scheduled and all new 
employees must have careful indoctrination 
that they understand the policies com- 
pletely. 

The presentation format restated policies 
important means avoiding misinterpre- 
tation. The very fact that policy has been 
restated gives emphasis. Also, when the pol- 
icy restated, preamble should indicate the 
reason for the restatement. frequently 
helpful acknowledge those 
worked the restatement that they may 
identified people from whom interpreta- 
tion may secured. 

addition the careful definition terms 
the policy and the identification those 
who worked it, usually important that 
exceptions recognized and noted and 
modus operandi for handling them shown. 
Effective policy maintenance 
clear indications the availability amplifi- 
cation, improvement, and criticism that the 
policy restated may carefully considered 
those whom affects. 
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great deal importance often given 
the fact that policies are printed. the time 
restatement, may advisable prepare 
the policies mimeographed form and thus 
indicate that the policies are not, this par- 
ticular juncture, completely immutable. this 
manner, the presentation format the policy 
can extremely helpful aiding the inter- 
pretation the people who will using it. 


EVALUATING POLICIES 


The need for policy statement must re- 
examined periodically order maintain 
effective policies. making decisions 
whether restate the policy, leave is, 
eliminate it, there are many techniques that 
can helpful. the outset, concentration 
only the important questions involved con- 
siderable asset. Rather than worrying with the 
words that may used changed, seems 
valuable think terms whether this pol- 
icy necessary implement the objectives 
the firm and whether will used frequently 
those charged with guiding the activities 
the organization. Legislation, trade practice 
regulations, union agreements may have 
made the policy outdated unnecessary. 

evaluating policies, frequently valu- 
able use the “exception principle” and there- 
concentrate only changes that have 
occurred since the last period when policy 
maintenance discussions were held. this 
manner, may possible use the “rank 
concept start the problem deal- 
ing with policies. Although most instances 
the final testing and evaluation the respon- 
sibility line executives, staff counsel and 
advice can useful deciding whether the 
policy needs restatement realignment. 
investigating the need for change restate- 
ment the policy, the principle specializa- 
tion should used that those most inti- 
mately concerned with the reaction this 
policy may consulted. 

After deductive reasoning has helped de- 
ciding that the policy probably should re- 


examined, the technique “trial institution” 
can helpful making the final decision. 
Four techniques trial institution are sug- 
gested ways making certain that the 
changes under contemplation are needed. 
First, suggestions may sought from the peo- 
ple most intimately concerned with the former 
new policy. Second, the format the policy 
may temporary form that those who 
are using recognize that changes are ex- 
pected and invited. Third, the suggested pol- 
icy can applied past problems see what 
results would have been the policy had been 
utilized during that previous period. Fourth, 
hypothetical examples may set under 
which the policy would have invoked. 
ascertaining the results utilization this 
new policy changed policy, evaluation 
may frequently made. 


Recently, several companies actually pro- 
grammed computer order see the results 
contemplated policy change. Many hypo- 
thetical examples were fed into the machine 
that long-term effects could observed. 
one instance, large paper company utilized 
hypothetical examples and programmed 
computer help make the decision. The 
policy problem concerned whether main- 
tain equal approximately equal mill usage 
all mills maximize the utilization 
those few mills closest the market. this 
particular case, varying transportation costs 
played role and, result the study, 
was decided that the most effective policy for 
servicing customers included utilization the 
most efficient equipment every mill prior 
utilizing all equipment those mills closest 
the markets. 


going over policy problems, impor- 
tant the resources that are available. 
There substantial quantity literature 
concerning policy formulation that can ex- 
tremely helpful minimizing errors. Although 
policies must reflect the personality the firm, 
there are many facets policy formulation 
and administration that have been highlighted 
periodical literature well recently 


published texts the Another resource 
that can effectively mined careful study 
and consultation with customers. many 
cases, policies concerned with finance and pro- 
duction well marketing are not designed 
most effective from the customer view- 
point. Just the firm itself changes, custom- 
ers and their needs change. 

example major change policy was 
seen recently when the Ford Motor Company 
decided set its own financing subsidiary. 
would seem plausible that this major policy 
change, taking additional type activ- 
ity, was the result careful consideration 
many factors marketing and finance. like 
manner, suppliers can frequently helpful 
proper policy maintenance. recent years, 
management consultants have attained in- 
creasing professional stature. Because the 
wide variety their experiences, consultants 
can frequently offer helpful suggestions 
questions involving policy maintenance. 


COMMUNICATING POLICIES 


Policy maintenance programs are practically 
useless unless communication effective. 
make certain that the interpretation under- 
stood, several systems communications are 
frequently employed. 

evaluation which employees who will 
use the policies are forced choose between 
alternative actions one method that involves 
the individual. These tests are set check 
list that the proper choice various indi- 
cated actions demonstrates understanding 
the policy. takes executive skill com- 


the leading texts are Ralph Davis, Funda- 
mentals Top Management (New York: Harper 
Brothers, 1951) and William Newman and James 
Logan, Business Policies and Management (4th ed.; Cin- 
cinnati, Ohio: South-Western Publishing Company, 1959). 
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municate via the grapevine; does take skill, 
however, appraise the way which policies 
are being interpreted the grapevine. 
Conferences may scheduled during 
which various questions covered the 
cies are thoroughly discussed. these meet- 
ings, the grapevine interpretation should 
examined with care. Rotating the chairman- 
ship these conferences will often serve 
means making certain that each person rec- 
ognizes the importance proper policy com- 
munication. During these conferences, the 
chairman may ask for alternative suggestions 
way making certain that all facets the 
policy under consideration are examined. 


SUMMARY 


The need for policy reappraisal grows out 
the dynamics our modern economic society, 
including such factors cyclical changes, 
competitors’ actions, organizational changes, 
new changed objectives, and the frequency 
use. Policies may need realignment match 
organizational changes, eliminate overlap, 
and harmonize with centers responsibil- 
ity. Semantic problems are symptoms the 
importance restating policies periodically 
because colloquialisms, legal interpreta- 
tions, and archaic expressions. Devices that 
can effectively used aid evaluating 
policies include the “exception principle” 
highlight the prospective candidates for re- 
view; use “trial institution”; and check lists 
found management literature. 

Vital any policy maintenance program 
regular use techniques ascertain whether 
those employees guided the policies under- 
stand and use them. Methods communica- 
tion must not only used but the results 
the communication must appraised that 


proper policies can maximum benefit 
firm. 
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Approach 


Successful Marketing Planning 


ORMAL MARKETING planning prac- 
today many companies probably 
represents the biggest single waste time and 
money the entire corporate realm. Most for- 
mal marketing plans simply not produce the 
results expected them. formal marketing 
planning, mean written breakdown 
objectives and the methods reaching them 
opposed informal marketing planning, 
which largely verbal. 

There certainly one cause any one 
patented, painless solution for mar- 
keting planning. However, there does appear 
one central ingredient that separates use- 
ful marketing planning from the other variety 
—getting off the right foot. other words, 
the proper approach the job can greatly 
increase the chances doing successful mar- 
keting planning. 

Far too many companies approach formal 
marketing planning were either verbal 
extension their sales forecasting and budget- 
ing procedures device record their an- 
nual advertising and merchandising programs. 


Mr. Pearson associated with McKinsey and Company, 
Inc. management consultant. 


companies where formal marketing plan- 
ning being done successfully, more time 
spent key executives thinking through 
their approach planning terms (1) 
why they formal marketing planning, (2) 
how they decide the scope their plans, and 
(3) how they organize get the job done ef- 
fectively. 

Although busy executives initially may be- 
grudge time given this planning their 
planning, experience shows that the time 
well spent. 


BENEFITS FORMAL PLAN 


Three benefits common any well-devised 
formal marketing plan are: (1) improved in- 
ternal co-ordination and communication; (2) 
disciplined thinking the part the plan- 
ners, which comes from having write down 
ideas; and (3) framework guide day-to- 
day decisions and measure progress. 


Improved Communication 


Ideally, formal marketing plan should im- 
prove communication marketing methods 


m- 
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and goals down through the field sales organ- 
ization; through the top management; and 
across the organization each operating de- 
partment, including manufacturing, research 
and development, and engineering. 


There are, however, many reasons why 
formal written plans fall short being effec- 
tive communication tools. Most often the 
simple failure circulate the completed mar- 
keting plan throughout the organization. 
Fragments are routed selected staffs instead 
all key marketing personnel, with the 
result that the very groups operating under the 
plan are not aware the full range objec- 
tives. Lack full communication allied 
operating elements the business, such 
manufacturing, makes co-ordination and in- 
tegration effort much more difficult, not 
impossible. 

Another cause the failure formal mar- 
keting plans communication tools the 
physical make-up the reports themselves. 
Sometimes they are exhaustively detailed, 
which discourages readers; other times they 
are scantily outlined, that salient facts are 
omitted obscured. achieve the desired 
blend the practical requirement for brevity 
with the need convincing, the pertinent 
data can presented tables the end 
the plan. Separating the details from the con- 
clusions this way permits the plan itself 
written concise fashion that encourages 
thorough reading. also permits the inter- 
ested reader delve into background data 
where necessary follow line reasoning 


Disciplined Thinking 


One the greatest advantages putting 
formal plans paper that the 
planner forced consider all his problems 
and opportunities concurrently, finding the 
best solutions instead the most expedient 
ones. Studying problems relationship 
each other lends perspective that enables 
him direct his efforts more effectively. How- 
ever, useful discipline, the format the 


formal plan demands specific data, such 
financial facts, industry data, and stated action 
programs required achieve sales goals. 


Writing formal plan further disciplines the 
planner making him concentrate areas 
prime importance. One the major re- 
quirements successful marketing planning 
select the relatively few areas market- 
ing that most need planned and, im- 
plication, agree the many aspects that 
are not vital the particular business. 


Measured Progress 


Generally, formal marketing plans are made 
annual basis and updated each quarter. 
However, one the prime benefits that 
formal plan provides throughout the year 
that serves framework for day-to-day 
decision-making and provides yardstick for 
follow-up. 

order this, plan must deal broad 
guidelines. For example, goal increasing 
retail volume per cent must 
include explanation why that figure was 
chosen and generally how achieved. 
Progress can then reviewed not just terms 
whether the goal was achieved but, more 
important, whether the program was carried 
out. This assessment usually discloses that 
unattained goals can traced specific pro- 
grams that were either ineffective poorly 
executed. Thus, problem areas are pinpointed, 
and corrective action can taken terms 
specific program readjustments. 


HOW PLAN 


impossible generalize what spe- 
cific points company’s marketing plans 
should cover. two companies face exactly 
the same problems opportunities. But there 
are four elements around which any company 
can build what may called comprehensive 
marketing plan that will lead the benefits 
just discussed. These four elements are: (1) 
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strengths and weaknesses the market place; 
(2) definition the assumptions which 
the company’s plans have been based; (3) 
statement the goals sought; and (4) list 
the major programs employed 
achieving the goals. 


Self-Appraisal 


Very few marketing plans contain adequate 
appraisal factors from which sound evalua- 
tion company strengths and limitations can 
made. Following are some the most im- 
portant factors study making this ap- 
praisal. 


Industry and general economic trends. The 
trends the national economy and par- 
ticular industry often have even more bearing 
company profits than the efforts within 
company. Consequently, plans should isolate 
these external trends and draw conclusions 
their influence the particular company 
and its products. While these external trends 
cannot changed the company, can plan 
for them and cope with them. 

the grocery business, for example, skill- 
ful producer’s marketing plan should consider 
such key trends concentration the retail 
business fewer hands, movement toward 
private labels, increased costs launching 
new products, and the dramatic growth 
wholesalers. One food company that failed 
properly evaluate these trends its industry 
environment had historically concentrated 
selling directly the independent grocer, by- 
passing the wholesaler. After number suc- 
cessive years lower profits and sales, top 
management started looking for answers out- 
side well inside the company. They dis- 
covered that their poor performance was re- 
lated the rapidly growing trend the 
grocery selling affiliated inde- 
pendents. The company had very poor stand- 
ing with these wholesalers result past 
sales policies. Consequently, they had belat- 
edly begun step their selling efforts 
aimed these more efficient and very influ- 
ential wholesalers. The company’s executives 


freely admit that they missed the boat this 
trend because they had not been keeping care- 
ful track outside trends. 


Company analysis. analysis the trends 
that really count business, such share 
the market, return investment, and intro- 
duction new products, one the most ef- 
fective safeguards against the great danger 
planning—overoptimism. The practice put- 
ting trends writing forces management 
acknowledge the unpleasant well the 
pleasant. 

For example, sales planners frequently in- 
clude only the past year’s sales figures and then 
forecast impressive annual increases for the 
next five years. This makes for good reading; 
but the product involved has shown six years 
decline share market, annual gains are 
unlikely achieved until the decline 
stemmed and recovery made. obvious 
this error may sound, characteristic 
many marketing plans. 


Current competitive conditions. Every plan 
should include carefully written appraisal 
what competitors are doing with their product 
lines, prices, and distribution methods. ad- 
dition, there should appraisal the com- 
own product line, market penetration, 
distribution methods, and forth. This means 
looking such things product quality al- 
lowances complaints, the strength the 
dealer body, and distribution costs. Such 
comparative appraisal useful device for 
isolating problems and opportunities facing 
company. For example, the appraisal 
competition shows that smaller competitors 
are growing, including this evaluation the 
plan helps gain recognition this threat 
and ensures that action programs have pro- 
vided for combating it. Failure periodically 
appraise the competition often results over- 
looking these forces until long after they have 
become serious threat. 

The sum these appraisals past trends 
and current conditions should give realistic 
picture company’s strengths and limita- 
tions the market place and, consequently, 
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what can reasonably hope achieve. 
these analyses are omitted from the plan, those 
who are responsible for approving are de- 
prived integral part the thought proc- 
ess behind it. Moreover, the plan has 
revised later, these analyses available 
will make the job replanning easier and en- 
sure that all the same facts are considered. 


Defining Assumptions 


After completing the self-appraisal, the plan- 
ner should have enough information make 
certain assumptions about future operating 
conditions. These assumptions will guide- 
lines for anticipating developments that will 
influence his ability reach planned goals. 
Thus, they should carefully stated and ex- 
plained and should included the written 
plan. 

many executives, assumption equiv- 
alent prediction. And practical executives 
shy away from predictions. However, failure 
plan without making defining assump- 
tions tantamount predicting that nothing 
will change. 

statement assumptions important be- 
cause, the first place, reduces the danger 
planning vacuum. carries the analy- 
ses trends, discussed earlier, one step fur- 
ther and forces the planners focus their 
attention the future shape and importance 
the key external conditions. 

Furthermore, defining assumptions pro- 
vides excellent means smoking out differ- 
ing points view regarding the future. Once 
these differences are resolved, management 
can confident that everyone throughout the 
organization planning his own work the 
basis the same assumptions. Thus, for ex- 
ample, the production department will know 
that marketing assuming industry growth 
per cent and will plan its own operations 
accordingly. 

Finally, putting assumptions writing 
makes possible review them conditions 
change and make sure that plans are ad- 
justed fit unanticipated developments. 


the 1958 business downturn, for instance, 
many companies were caught short unneces- 
sarily. result, having assumptions 
about the economy, these companies contin- 
policies and programs 
long after they had become ineffective and in- 
adequate. they had made assumptions about 
the general economy, they would have been 
reminded alter their goals and programs 
when these assumptions proved wrong. 


Selectivity. Clearly, neither necessary 
nor practical make assumptions about the 
entire range factors that make the na- 
tional economy and the company’s competi- 
tive environment. The key factors will vary 
from one industry another and even from 
one company another. Assumptions about 
labor strikes, for example, are very important 
the steel industry but not the chemical in- 
dustry. 

Here are some assumptions that might have 
been extracted from the marketing plan 
leading consumer-goods producer. 

With respect the general economy, 
assume that: 

There will major change the gross 

national product. 

There will major strike affecting con- 

sumer buying practices. 

There will per cent increase the cost 

living during the year. 

With respect our industry competitive 
climate, assume that: 

Present industry overcapacity will grow from 

110 125 per cent two new competitive 

plants come into operation. 

Price pressures will reduce industry price 

levels roughly per cent across the board. 

Two new products will introduced prior 


the fourth quarter the year our leading 
competitors. 


course, these assumptions may may 
not realized. But whichever way the econ- 
omy and industry moves, the planner pre- 
pared. Each month quarter when the mar- 
keting plan reviewed, the assumptions are 
also reviewed. they have not materialized, 
the plan can modified accordingly. they 
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have materialized, there will cause for 
concern because they will have already been 
factored into the planning. 


Developing Useful Goals 


The third element comprehensive market- 
ing plan set goals that are both specific 
and achievable. the foregoing steps (analy- 
sis the company’s strengths and weaknesses 
and definition assumptions have been care- 
fully carried out, the planner good posi- 
tion set achievable targets. 


Quantitative. targets are specific, 
they must quantitative. quantitative goal 
easily understood. For example, goal 
lower sales costs per cent communicates 
both magnitude and impact far better than 
just goal lower sales costs. Inclusion the 
per cent figure reduces confusion and per- 
mits two executives approve the same state- 
ment with the same interpretation it. 

quantitative goal also connotes the 
strength the action programs that will 
required achieve it. Thus, aim increas- 
ing retail distribution from per cent 
per cent will call for drastic programs, whereas 
increase from per cent will not. 

Finally, quantitative goal facilitates better 
measurement progress the plan carried 
out. easy measure progress toward add- 
ing five new products, twenty-six new dis- 
tributors, twenty new salesmen during the 
year. Often, however, executives merely in- 
dicate that new products should added; 
distributor coverage should improved; 
sales strength should increased. 


The importance quantitative 
goals, however, does not imply that qualita- 
tive goals are taboo comprehensive market- 
ing planning. Far from it. One recent, out- 
standing example nonquantitative type 
was change the Marlboro cigarette image 
from luxury item he-man cigarette. This 
was not goal that had immediate quantita- 
tive implications, but ultimately led 
major improvement the product’s 


ing and selling effectiveness and its share 
the market. 


Broad range goals. the past, the mar- 
keting department has often confined itself 
setting achievement aims within the scope 
marketing activities. Increasingly, however, 
becoming standard practice for the mar- 
keting department help establish least 
record its marketing plan all the major 
plans for particular product. Thus, the mar- 
keting plan for product line might state such 
nonmarketing goals lowering product costs 
per cent; reducing back orders per 
cent; and adding three new products and four 
product improvements the line. 

This total goal approach offers several ad- 
vantages comparison compartmentalized 
goal-setting. encourages integration ef- 
fort the various operating departments such 
production, engineering, and research and 
development. permits drawing total 
planned profit-and-loss statement for the prod- 
uct line, that when all the marketing and 
major nonmarketing goals are put together, 
the direction that the product will taking 
over the plan period can seen. Without this 
total picture, impractical make ac- 
curate product profit-and-loss statement that 
reflects cost reductions, product additions, and 
forth, without raising swarm unanswer- 
able questions. 

third major advantage the total inte- 
grated approach marketing goal-setting 
that helps broaden the thinking the 
marketing executive. forced consider 
the plans and problems other operating de- 
partments relation his own and more 
likely take company-wide point view. 


Formulating Programs 


Programs are the fourth element compre- 
hensive marketing planning. They are the 
trigger that gets action; the steps that are go- 
ing taken order get the job done. 
Thus, useful, programs must geared 
accomplishing specific goals. But they must 
also based firm grounding strengths, 
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Function Deadlines Marketing Program 


Step 


Develop form analyze capacity present dealers sell 


oil outlets 


Use form evaluate dealers’ ability sell oil outlets 


Visit all potential oil outlets and determine present well 


potential sources 


Relate findings dealer analysis and field visits; establish 


necessary sales programs for each dealer 


Determine results sales calls each dealer oil com- 


pany outlets 


limitations, and assumptions about the future. 
Therefore, they cannot be, often the case, 
the place start planning. Rather, programs 
must derived from the other three elements 
planning discussed earlier. 


Two types marketing programs. Many 
companies find useful set general pro- 
grams used throughout the year and spe- 
cific programs used during the next quar- 
ter. Basically, there difference between 
these two types programs. However, 
impractical and unnecessary very de- 
tailed specific about programs two three 
quarters ahead. Conditions change too rapidly 
for this almost any industry. desirable, 
however, both specific and detailed 
about plans for the coming three months. 
quarterly program might cover such factors 
the objective the program, how works, 
where will used conducted, the cost, 
expected results, assignment responsibil- 
ities, and deadlines. 

specific program this kind helps the 
reader well the planner get picture 
its key details. Moreover, helps secure 
approval the program from executives 
upper echelons because gives them ade- 
quate basis for deciding whether the program 
well conceived and properly focused. 


Deadlines and assignment responsibility. 
One the most successful devices for secur- 
ing necessary action the proper sequence 
marketing programs insist the inclusion 
deadlines and assignments responsibility 
all written plans. This device forces the 


Responsibility Deadline Completed 
Jones 6/10 6/10 
(market research) 
Murphy 6/25 7/15 
(sales manager) 
Each district 6/30 6/30 
manager 
Murphy 7/15 8/15 
(sales manager) 
Jones 8/15 9/15 


(market research) 


planners think out who must what 
order ensure action. The written word 
published persuader that stays the mind 
each executive who sees his name print 
being responsible for certain action. 


Deadlines not only prescribe time limits but 
also establish priorities. setting deadlines, 
necessary consider and weigh the im- 
portance each program against all other de- 
mands the time those involved carry- 
ing out the plan. Finally, written assignment 
responsibility and deadlines provides spe- 
cific and inescapable means follow-up. 
demonstrate how this process works, the ac- 
companying table describes program step 
sales oil company outlets stations 

scanning such written program, 
evident that Mr. Murphy missed his deadlines 
and thereby delayed completion the final 
project. Determining first that the deadlines 
were realistic, Mr. Murphy’s boss has sufficient 
evidence deal with this problem and cor- 
rect Mr. Murphy’s misguided sense priority. 
Experience clearly indicates that without such 
deadlines written form, all too easy 
let critical steps fall the wayside. Setting 
deadlines and defining responsibility will not 
automatically produce results; however, al- 
most invariably improves the batting average, 
especially the key marketing executive per- 
sonally follows deadlines. 


Integrating programs with marketing goals. 
obvious requirement comprehensive 
marketing planning see that every action 
program aimed the accomplishment 
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specific goal. The advantage being able 
relate marketing action programs specific 
and stated goals twofold. First, the pro- 
grams will helping accomplish specific, 
measurable goals rather than merely improv- 
ing sales some other vaguely stated purpose. 
Second, the likelihood accomplishing the 
goals can weighed. That is, when all the 
programs aimed one specific goal are added 
together, they should promise good chance 
reaching that goal. 

Nonmarketing programs well nonmar- 
keting goals should included the body 
formal marketing plan. Even though the re- 
sponsibility for carrying out the program lies 
outside the marketing department, useful 
and desirable summarize the marketing 
plan the major programs that will affect the 
marketing the product. And here again the 
secret success lies selectivity and brevity. 

Failure include the major nonmarketing 
programs affecting marketing profits suc- 
cess often leads unnecessary confusion and 
sometimes cross-purposes. For example, 
when one product manager listed the research 
programs applying his product lines, dis- 
covered that the research department was 
spending most its time products that 
were secondary importance marketing. 
called this the research director’s atten- 
tion, and change was made the develop- 
ment program. 


HOW ORGANIZE 


Organizing for comprehensive marketing 
planning easy job. However, certain or- 
ganizational principles can help reduce wasted 
motion. Let discuss some these princi- 


ples. 


Scheduling 


Develop schedule for completing each phase 
the plan and stick it. Formal planning 
must become way life the marketing de- 
partment, supported and carried out each 
key marketing executive. The schedule should 


call for work the plan for the next year 
begin early enough the current year per- 
mit adequate time for market research and 
analysis key data and trends. addition, 
the schedule should provide for the early de- 
velopment preliminary plan that can 
approved altered principle. The use 
preliminary plan avoids wasting valuable time 
developing finished programs that may not 
acceptable top marketing management. 


Co-ordinating 


Provide for formal contact among key plan- 
ning groups during the planning process. Al- 
though the various planning groups may make 
their preliminary plans relatively independent 
one another, formal contact among the key 
groups essential before final plans are 
adopted. This formal contact co-ordinates the 
efforts the various planning groups (see 
Figure by: 

Reducing duplication effort 

Providing important means exchanging 

information and ideas 

Ensuring that the final plans each group 


embody the thinking and programs the vari- 
ous other planning groups 


Information Gathering 


The company’s information-gathering and re- 
porting systems must supply the information 
needed comprehensive planning and 
maintain adequate control. the planning 
side, should possible determine ad- 
vance what kinds information about the 
company, its products, industry trends, and 
other key trends will needed each year. 
Many these requirements can built into 
the company’s regular reporting system. This 
planning information will, course, consist 
nonfinancial well financial information. 
For example, data about the general economy, 
industry distribution trends, and company 
product acceptance may required annually. 
This should then collected systematically 
avoid last-minute rush plans are being 
drawn together. 
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Stages Successful Planning 


FIGURE 


EVALUATION ALTERNATIVES 
AND COORDINATION 


PRELIMINARY PLANS 


PRODUCT MARKETING 
PLANS 


FINAL PLANS 


PRODUCT MARKETING 
PLANS 


DECISIONS 
OTHER STAFF 
OTHER STAFF MARKETING 
MARKE TING MANAGEMENT MARKETING 
PLANS PLANS 
APPROVAL 


DISTRICT (LOCAL) 
SALES PLANS 


Control information should concerned 
with reporting performance against plans. 
This concept information reporting focuses 
attention where should be—on how well the 
company carrying out its marketing plans. 
Regular reporting performance against plan 
can also contribute gradual and steady im- 
provement the planning skills executives, 
for one likes see low percentage at- 
tainment reported for his department prod- 
uct line. 


Developing Skills 


Recognize the limitations people. Planning, 
like any other element business activity, re- 
quires developed skills well natural abil- 
ity. untrained planner cannot expected 
develop practical plans any more than 
untrained salesman can entrusted sell 


DISTRICT (LOCAL) 
SALES PLANS 


skillfully. This means that top marketing ex- 
ecutives must work with their key subordi- 
nates throughout the planning process show 
them how plan. 

All too often, down-the-line executives are 
given the assignment make marketing plan 
for product and bring the department 
head when finished. Clearly, this results 
good deal wasted effort the part 
capable people who simply have never been 
taught how make sound marketing plan. 
When the plan finally submitted, there 
often too little time for major revisions, and 
adopted with reservations and skepticism. 


Clearing with Top Management 


Top management should thoroughly com- 
mitted the marketing plans. Otherwise, the 
company likely forced operate under 
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Horizons 


two sets objectives—the ones its formal 
plan and those imposed informally top man- 
agement. 

There are easy answers this problem. 
minimum, top management must re- 
ceptive the need for formal marketing plan- 
ning. They should know how the planning job 
was approached. Above all, they should ex- 
posed enough details the plan itself 
provide basis for understanding its goals 
and programs. Then, conditions change 
financial goals are missed, the pressure from 
above change the plans midstream re- 
duced. 

Thus, central requirement for successful 
formal marketing planning involvement and 
understanding the part top management. 
While they not need know all the plan- 
ning details, top management must have 
enough knowledge about the plan’s contents 
ensure its support. 


SUMMARY 


Comprehensive marketing planning 
guarantee that goals will reached. But 
does overcome the major weakness much 
marketing planning today—spending valuable 
executive time doing the wrong things. the 
planning process starts with appraisal 
strengths and weaknesses, definition key 
assumptions, and development useful 
goals, the company’s action programs are very 
likely geared the key factors govern- 
ing their success. 

Clearly, making the process formal mar- 
keting planning work more than merely de- 


veloping sound plans. Once plans are devel- 
oped, carrying them out must become way 
life the marketing organization. Under this 
concept, goals once set are rarely changed. 
Programs, the other hand, are revised 
whenever necessary achieve the goals. 
plans are executed, performance must 
measured against plans. When goals are not 
attained, programs must then re-evaluated. 
Barring ineffective execution, planned pro- 
grams not achieve planned goals, the pro- 
grams, not the goals, must revised sup- 
plemented. 

this way, the productive effort the mar- 
keting department directed and harnessed 
toward chosen goals; longer necessary 
settle for results that are achieved pro- 
grams that may well inadequate begin 
with. 

Companies that utilize comprehensive mar- 
keting planning consistently find that yields 
least these five major benefits: 


Action co-ordinated and directed to- 
ward single set goals throughout the or- 
ganization. 

Execution activities are keyed accom- 
plish important things because the compre- 
hensive plan isolates and emphasizes the 
key factors for marketing success. 

Plans are carried into action because spe- 
cific basis exists for follow-up and control. 

Planning skills are improved and discrep- 
ancies plans are easy spot. 

The reviewing executive can see the basis 
which the plans were made; will not 
dependent verbal fill-ins that are char- 
acteristic less rigorous forms planning. 
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Latin American Perceptions 


Capitalism 


OLITICAL and economic events since 

World War have kept American in- 
terest focused Europe, Asia, and more re- 
cently Africa. However, Latin America, 
area the world both closely related and 
important the welfare the United States, 
seems have been “forgotten.” During this 
past year, for example, there has been con- 
siderable concern over the possibility the 
losing Iraq and the political and eco- 
nomic consequences that this loss would en- 
tail. Yet little mention has been made the 
leftward shift occurring again Guatemala 
and the possibility that the U.S. and Eu- 
ropean companies involved the develop- 
ment great new oil field may lose this 
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field almost before has begun produce. 

Much has been written and said about the 
crisis Berlin and the firm resolve the 
United States and other Western nations 
use force necessary keep the Communists 
from extending their influence over the west- 
ern sector that city. the other hand, 
relatively few Americans are aware the 
continuing growth Communist influence 
number Latin American countries and 
the threat that pro-Communist 
tionalist groups pose the existing govern- 
ments these areas. 

spite the relative lack national in- 
terest Latin America, the importance 
the region the United States and the 
world constantly increasing. Its birth rate, 
always high, now contributing popula- 
tion explosion the medical care, sanitation 
facilities, and diet the people continue 
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improve with consequent reduction the 
death rate. market for American products, 
Latin American countries are already con- 
and today approxi- 
mately per cent U.S. exports South 
population numbers and the 
purchasing power the populace increase, 
the potential market for foreign goods will 
correspondingly greater. 

Moreover, the supply U.S. raw materials 
continues diminish, and today this coun- 
try has insufficient amounts many elements 
critically important for any future war efforts. 
number these raw materials exist abun- 
dantly Latin America. This U.S. need for 
raw materials, combined with the common 
topographical heritage that Latin and Anglo- 
Americans share, binds the two groups to- 
gether their economic progress and their 
struggle for military and political survival. 

Events Latin America, therefore, are in- 
tegrally related the future the United 
States. Thoughtful Americans, particularly 
businessmen, cannot remain 
trends countries whose future courses 
action affect the security American invest- 
ments and the United States itself. These 
political, social, and economic events must 
understood the United States and Ameri- 
can business concerns with investments the 
Latin area are ally themselves with people 
holding wholesome democratic aspirations. 
And only such alliance can Communist 
efforts identify themselves with the 
cause and place Americans the role 
imperialist enemies the underprivileged 
masses thwarted. 


THE SOCIAL REVOLUTION 


Today, the social revolution that has been 
very much evidence other parts the 
world also occurring Latin America. This 
period history for the Latin countries might 
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well regarded that “the ascension 
the masses.” That the people are determined 
throw off the yoke ecclesiastical, mili- 
tary, and landowner peonage must recog- 
nized the course present and future events 
these countries understood. For 
Latins, this time for the removal the 
dictator, for the elimination the oppressive 
power the great landowners, and for the 
correction the abuses and exploitation in- 
flicted local capitalistic interests. Cuba 
perhaps provides the most dramatic current 
example this social revolution. 

The present period one revolt against 
hunger and poverty, against the traditional 
inequality the distribution land and 
wealth, and against all forces perceived 
being opposed the liberation the masses 
from their traditional status peons. Asso- 
ciated with the desire for economic and social 
adjustments strong nationalistic feeling 
and wish freed from the unwanted 
protective influence the big brother the 
north. The Monroe Doctrine continues 
focal point great antagonism. 

the people Latin America attempt 
define and understand their problems and 
seek out means for achieving better, more 
independent way life, they soon come 
feel that the existing capitalistic system rep- 
resents one the greatest barriers their 
progress. The relatively small 
organized and highly vociferous Communist 
minorities each the countries play 
small part helping the people reach this con- 
clusion. 


THE UNHAPPY PAST 


For more than four hundred years, since 
the Spanish rudely upset the equilibrium 
the Maya, Inca, and Aztec civilizations, the 
people Latin America have struggled for 
survival within the local socioeconomic frame- 
work. For over three centuries, this was the 
only system they knew. With the advent 
the nineteenth century, however, North Amer- 
ican capitalists began invest and develop 
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operations within the area. recent years 
U.S. firms have continued expand their in- 
terests, and the Latin people have become in- 
creasingly aware the growth “Yankee” 
capitalism their countries. Private 
corporations now have investment ap- 
proximately billion Latin 

Latin America has tradition respon- 
sible capitalism. The overpowering influence 
the great landowners has resulted ex- 
ploitation, not only the economic aspect 
the people’s lives but many instances 
the social, political, and moral aspects well. 
This exploitation depicted the people 
both song and story. 

the various countries have grown and 
have begun industrialize, other forms 
local capitalistic exploitation have emerged. 
indication the resultant unhealthy eco- 
nomic and social climate these Latin Amer- 
ican countries are the high walls, trimmed 
occasionally with chunks broken glass 
barbed wire, surrounding the homes the 
industrialists, landowners, professional 
groups, and the large ferocious hounds that 
these well-to-do people unleash dusk 
protect themselves and their material posses- 
sions from the large numbers peons who 
loot the cities night. 


IMPRESSIONS THE U.S. 


Today, Latin Americans see two capitalistic 
systems developing and operating side 
side, one operated natives, the other 
foreigners. The existence this dual capital- 
istic system immediately raises whole series 
questions that are concern all Ameri- 
cans and that hold particular significance 
companies that have, are now contem- 
plating, investments the Latin American 
region. Historically, Latins have held gen- 
erally negative attitude toward capitalism, 
brought about largely their experience with 
their local situations. Given the traditional 


Economy Needs Aid, World Trade Group 
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nature the local capitalism, some the 
things the American businessman may want 
know are: 


the people recognize the difference be- 
tween capitalism they have known 
their own countries and American capital- 
ism? 

What are their reactions American cap- 
italism? 

they see the rewards that American 
capitalism offers the individual worker 
and his community and country? 


How American businessmen get along 
Latin America? they understand and 
associate with the people? what extent 
are they aware the reactions 
them and their individual companies? What 
are they doing relate their companies 
local communities and the country 
whole? 


What the future U.S. capitalism 
Latin America? 


The impression that Latin Americans have 
U.S. capitalism derived primarily from 
their own limited experience with American 
firms operating their countries, from the 
American movies, from what they are told 
about their own writers and capitalists, 
from what the U.S. Information Service and 
the Communist parties tell them, and most 
importantly, from their personal evaluation 
“capitalistic” tourists and from 
the reports those Latins who have travelled 
the United States students, workers, 
tourists. 

None these sources except the U.S. In- 
formation Service and perhaps the reports 
those Latins who have been the U.S. and 
have not experienced racial discrimination 
provides positive view the American cap- 
italistic system. When the impressions from 
these sources are combined with the tradi- 
tional negative stereotype that Latins carry 
Yankees and the framework for the 
evaluation the U.S. economic system be- 
comes perceptually distorted. 
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Latin Americans tend project the ills 
their own capitalistic system onto that the 
United States. Reinforcing this projection 
their traditional antagonism against the for- 
eign, American “exploitation” their 
tries. the slightest provocation they will 
respond critically American firms operating 
within their boundaries. family has light 
bulb their home and goes out momen- 
tarily, they tend more critical their 
reaction the company American. 

Although American firms pay salaries and 
offer working conditions that are good 
—or perhaps even somewhat better than— 
those the best Latin firms, the people are 
not satisfied. They note instead the large dif- 
ferentials salary and standard living be- 
tween themselves and Americans working for 
the same company their country and often 
performing the same functions. They have 
been told the U.S. Information Service 
the high standard living American work- 
ers and the profit-sharing ideology many 
U.S. firms. Yet they see little improvement 
their living conditions when working for 
American concerns their own country. 

Latins expect American capitalists treat 
them considerably better than their local 
companies. When this fails happen, 
often does, the Communist proposition that 
U.S. capitalism has after all the same ruthless 
exploitive motivation all capitalism seems 
supported. 


STUDENT REACTIONS 


One the important social forces the 
Latin American area the university student. 
When there basic unrest within country, 
usually will expressed the students. 
This group also effective political force, 
and organized student demonstrations have 
sparked number revolutions, the most 
recent being the revolt Cuba. Through the 
students and the writers, the feelings the 
populace are given voice and interpretation. 

opportunity tap indirectly the reac- 


tions university students the American 


capitalistic system was presented 1957 when 
the U.S. Department State sent costly 
exhibit known “People’s Capitalism” 
tour through various Latin countries. The 
purpose the exposition was illustrate how 
the fruits the American economy are shared 
the people through high worker salaries, 
investment opportunity for all, and other bene- 
fits that accrue the general populace, such 
education and public works. The growth 
the United States under the capitalistic 
system was dramatically portrayed the ex- 
hibit. The high light was completely fur- 
nished three-bedroom home, the materials for 
which were flown from the United States. 
The house was erected the center the 
exhibition and was represented the type 
home worker the U.S. could aspire own. 

The reactions the exposition group 
law students one country provide in- 
direct reflection the perceptions that many 
Latins currently hold the U.S. capitalistic 
system. The documentation these reactions 
was part research project the author 
into the perceptions Latin American col- 
lege students concerning the United States 
and its people. Each student was asked in- 
dicate anonymously (1) what thought the 
exposition was trying demonstrate, (2) how 
well achieved its purpose, and (3) what his 
candid reaction the exposition was. 

good deal skepticism was expressed 
toward both the exposition and the 
economic system. The negative feeling that 
Latin people have about their own capitalism 
revealed the reaction the student who 
stated: 

“Capitalism okay for the United States, 
but our country fulfill any our 
needs. useless know what other people 
have our own people are denied.” 


This same feeling was expressed somewhat 
differently another student who felt that 
the exposition 


Was capitalistic propaganda and regret 
that our country the type capitalism 
have doesn’t give the worker opportunity 
realize better standard living. The 
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capitalists only try exploit the worker. 
summary, what saw the exposition were 

reality, then the type capitalism existing 

the United States not the same ours.” 

While this student questioned whether 
not there was difference between Latin and 
U.S. capitalism, many students, and most Lat- 
ins generally, are convinced that American 
capitalism basically the same its purposes 
and effects the local variety. They hold 
deeper feelings against the U.S. capitalists, 
however, for they consider them out- 
siders who have come exploit and take away 
the natural wealth their countries. 


Other students’ comments about the expo- 
sition reflect the thinking many Latins about 
the role American capitalism their so- 
cieties: 

“It can seen that the worker lives well 
the United States, but it’s pity that when 
the Americans come here establish indus- 
tries and other businesses, the ‘national’ 
worker exploited and his standard living 
not raised. The Americans not imple- 
ment their system labor practices outside 
the boundaries their own country.” 


“The American people have increased their 
wealth the expense weaker people 
means their foreign investments. There 
doubt about the wealth the American 
people. What shame that just for them 
and not for everyone.” 

“The truth that American firms here ex- 
ploit rather than benefit the people. could 
show examples this. The contracts that 
our government has with American firms are 
disadvantageous for our country all re- 
spects—the railroads, the electric light com- 
pany, and the prospective petroleum com- 
panies.” 


Distrust and resentment the United 
States are growing Latin America and rep- 
resent threat the future relationships be- 
tween the two well the continued 
existence American private investment 
the area. These attitudes are reflected the 
reactions one the dedicated student lead- 
ers. Concerning the purpose the “people’s 
capitalism” exposition, wrote: 


“It tried demonstrate the prospective 
disappearance social classes capital- 
istic country. accomplish this objective, 
the Americans carefully failed mention the 
seven million workers that are unemployed 
that are employed for few hours only. 
And they failed mention the even greater 
concentration capitalists the industries 
capitalistic minority. They also tried 
hide the contradiction capitalism. Eco- 
nomic contradictions, such those that pro- 
duce crises, racial and class discrimination, 
etc.” 


His feeling concerning how well the exposi- 
tion achieved its purpose was: 

“To demonstrate this, they used this ex- 

position make the people our country 

believe that the economies capitalism pro- 
vide paradise for everyone. order 
achieve this, they employed absurd lies and 
deceptions about the U.S. workers, saying 
that the house the exposition was the 

typical home the U.S. worker. And ask 

myself that the house the capitalist 

bosses that the house the seven mil- 

lion afore-mentioned unemployed?” 

His candid reaction the exposition and 
the United States general was: 

firmly believe that the exposition use- 
less propaganda the American ‘brothers.’ 
follows the aspiration the monopoly 
conquer with ‘sweet phrases’ our native dis- 
position and prepare the road that our 
people will agree the economic ‘help’ 
the U.S., and this way give our natural re- 
sources the profit-starved Yankees.” 

these student reactions reflect the think- 
ing and feeling Latins generally, ap- 
parent that Latin Americans not see the 
rewards that capitalism offers the individual 
worker and his community and country. 
The one distinction they make between 
those American industries that produce and 
refine products within their countries, such 
Kaiser auto company Argentina, and those 
firms that take raw materials from Latin 
America the U.S., such the mining and 
petroleum companies. The negative reactions 
the people are most strongly directed to- 
ward this latter group. 
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LACK U.S. EFFORT 


Unfortunately, the past, most American 
firms operating the Latin American region 
have not made great enough effort dem- 
onstrate the rewards that the people derive 
from their operations. Where this has been 
attempted, the efforts have too often been 
meager, poorly planned, and directed toward 
only small segments the population. 

Few American businessmen who Latin 
America speak the language with any real 
degree fluency and even fewer understand 
the people and their culture. When the typical 
businessman and his family arrive their for- 
eign residence, they quickly integrate them- 
selves into the social framework the Amer- 
ican colony that exists every Latin country. 
Over the years their business and social con- 
tacts bring them together with other Amer- 
icans and with those Latins who are the 
industrial, landowner, professional 
classes. Their only interaction with the other 
segments the population with workers 
the job and with the servants their 
homes. Yet within the groups with whom 
the businessmen have little contact that 
antagonisms, rebellion, and social revolution 
occur. Here the fires nationalism and the 
desires for equalitarian society flourish, and 
the Communists have been most effective. 

Instead trying understand the situa- 
tion and accepting the challenge help the 
people realize that their needs and aspirations 
can achieved through capitalistic develop- 
ment, too many American businessmen are 
content spend their time fraternizing with 
the very groups that the masses hold respon- 
sible for their economic, social, and moral sub- 
jugation. Rather than take the lead 
viding for progressive improvement the 
working, living, and educational conditions 
their employees, these same businessmen are 
concerned with maintaining good relation- 
ships with the local capitalist groups ad- 
hering local standards for the remuneration 
workers. 

Too often the American accepts true the 


story about the progressive employer 
and his peons. According the tale, em- 
ployer decided one day that would double 
the wages paid his workers. Saturday 
night, informed them that they were 
paid $1.00 per day instead the $.50 they 
had previously received. All the peons were 
very happy this increase salary. The em- 
ployer anticipated that Monday morning 
they all would not only ready but eager 
back work. Yet when Monday arrived 
one turned out work—they had all be- 
come drunk. The employer saw the error 
his thinking and reduced the wages $.50 
per day again. The equilibrium was 
restored and they were happy. 

Unfortunately the “happy” peons 
this story who today are raising their machetes 
against their employers. 

times crisis, the Latin industrialist, 
whose standards worker-reward the Amer- 
icans have been careful respect, will turn 
with the populace against the U.S. corpora- 
tion and use scapegoat for their diffi- 
culties. 

The extent the naiveness some Amer- 
ican business executives evaluating the po- 
sition their firms within Latin American 
countries reflected recent incident. 
The senior executive American-owned 
public utility company operating one Latin 
country reported confidently the author that 
his company was completely safe from the 
threat nationalization. was certain 
this for had personally interviewed the 
100 largest users his utility and had 
asked them whether they would prefer the 
and-operated utility the service that they 
received from the American firm. The re- 
sponse was overwhelmingly favor his 
company. 

his survey, however, this executive failed 
consider that the 100 interviewees were re- 
sponding interviews him and that there 
were thousands other “small” users with 
whom had not talked. happened, most 
these small were very antagonistic 
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this company. time when the company 
was contemplating large expansion its 
investment, faced serious threat na- 
tionalization. 

hard know exactly how many Amer- 
ican businessmen operating Latin America 
are uninformed the executive this in- 
cident. However, one judges their aware- 
ness others’ reactions what they are 
doing integrate their companies’ operations 
with the welfare the people and the country, 
then the conclusion must that very few 
them are well informed. When American 
firm has good relations with the people 
Latin American country, the exception 
rather than the rule. 

The United Fruit Company example 
organization currently making valiant 
effort create positive relationship between 
itself and the peoples Latin countries, but 
United Fruit has the disadvantage his- 
torical background strong antagonisms. 
Neverthleless, actions such the restoration 
the ruins ancient Indian civilization 
and the attempts provide good educational 
facilities for workers’ children and improved 
housing for workers’ families should, the 
long run, prove rewarding. 

contrasting example the combined 
American and European oil interests that are 
currently spending millions dollars the 
development promising new oil field 
the rain forest Guatemala. Although these 
companies are investing large amounts the 
development most difficult area, they are 
apparently largely unaware the antagon- 
isms building against them—at least they 
have done little counteract adverse public 
opinion. All this inevitably leads the ques- 
tion: What future there for these oil com- 
panies Guatemala or, for that matter, what 
future there for any American firm oper- 
ating any the Latin American countries? 


WHAT CAN DONE? 


The answer not simple one. Certainly 
the political and social climate the area 


not conducive the development com- 
panies that the people regard exploitive, 
particularly American companies. popular 
anti-American and anticapitalistic; the 
depth and extent this feeling often un- 
derestimated American investment inter- 
ests. 

One influential force that reflects, reiterates, 
and interprets the feelings the people 
Latin America the newspaper editors. 
Through their editorials (which are widely 
read those who can read they both voice 
and condition public opinion. The most pop- 
ular and influential editor one Latin Amer- 
ican country recently took the occasion 
July present editorial about the United 
States. was entitled, “There Are People 
Enslaved the People the United 
States.” The following excerpts are taken 


the editorial. 


“The so-called land liberty is, reality, 
the most enslaved the world. The old 
Negroes, the legal slaves old times, were 
never enslaved the workers the North 
American factories (are today The enslav- 
ing clock marks, with the rigor whip, the 
time arrival and time departure the 
unskilled workers, the top men, every- 
body general; and when pay day comes 
around, those marks determine the amount 
money each man will receive. 


“All this, what for? The ‘gringo’ has 
home, since both the man and the woman 
work all day and only see each other 
night. The North American worker does not 
know the joy finding flowers his table, 
clean table cloth, his beans and bread at- 
tractively served, and sitting down 
happy 

“Just look the heaps useless mer- 
chandise which are sent us—automobiles, 
typewriters, every type gadget manufac- 
tured, all just vain 
mirages, valueless illusions the moment. 
Nothing lasts, nothing made last for very 
long; ‘bread for today and hunger tomorrow.’ 

“It the way strip, rob, assault. 
The worst part all that our people 
not understand this maneuver and they ac- 
cept the gifts, the millions, without noticing 
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the trap, the hidden weapon that constantly 
threatens us: Our stomachs hunger while the 
North Americans take everything. 

“Why should made unhappy 
the North Americans are basically? 
they want die alone? Their mad scramble 
will come only one end, barricade: 


American businessmen cannot ignore dis- 
count the importance such feelings. This 
editor not pro-Communist; simply 
and fundamentally anti-American. Yet the 
Communist parties Latin American coun- 
tries exploit this type sentiment achieve 
their own ends. 

Since Latin America potentially most 
desirable area development for U.S. com- 
panies and since, furthermore, region 
considerable economic and military impor- 
tance the United States country, what 
can done assist the development 
stable, Latin 
countries? How can public opinion favorable 
the United States and continued Amer- 


democratic 


ican economic development the area 
developed? There are number things that 
can and need done without delay 
American economic and political interests are 
avoid further reverses. 

First all, the men sent Latin countries 
American firms should have some under- 
standing the language and culture the 
people before they leave the United States. 
series seminars directed sociologists 
and anthropologists who are specialists the 
Latin American area, combined with period 
intensive language instruction, would 
very helpful developing such under- 
standing. Another alternative would 
send the men specialized management 
program such that now being offered 
Columbia University for administrators the 
Latin American region. 

Once the businessmen are abroad, they 
should strongly encouraged continue 


Are People Enslaved the People 
the United States,” editorial, Hora, Guatemala, 
July 1957. 


their study the language, people, and cul- 
ture. integrate their companies with the 
feelings and sentiments the Latin people, 
American businessmen particularly need 
recognize and understand the emotional and 
sentimental nature the people and their 
sensitivity when dealing with Americans. 

Second, American companies 
develop positive, continuing public relations 
programs the Latin countries which they 
operate. They should sell themselves the 
people. The communistic and nationalistic in- 
fluences that are sweeping through Latin 
America thrive the traditional anti-Yankee 
feelings the people. The future the 
American corporation Latin countries 
directly related how well American busi- 
nessmen are able disassociate their firms 
the people’s minds from the traditional con- 
cepts held about capitalism. These business- 
men must convince the Latin people that U.S. 
corporations are not trying exploit and rob 
them their natural resources, but are at- 
tempting develop enterprises mutual 
benefit. 

Third, public relations programs must 
followed action programs involving com- 
acceptance social responsibility 
within the communities and 
which they function. The premise that 
fare and society are not the corporations’ 
business certainly ill-conceived insofar 
American firms operating Latin America 
are concerned. 

the contrary, the experience this 
author agreement with Donald 
philosophy that the profitable operation 
enterprise related the healthy growth 
the community.* Indeed, David’s sugges- 
tion that the American corporation give top- 
level consideration public attitudes and 
needs and that this matter not simply 
public relations, but public responsibility,° 


David, “The New Relationship Business 
Society,” address given the 50th Anniversary Con- 
ference, Harvard Business School Association, Soldiers 
Field, Boston, Mass., September 1958. 

5“The New Relationship Business Society 
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fundamentally related the potential suc- 
cess any American corporation Latin 
America. 


Those firms that are unwilling accept 
this sense social responsibility and who 
concern themselves solely with the business 
making money bear the brunt Latin an- 
tagonisms and economic setbacks. However, 
they hurt not only themselves, but other 
American companies well. Furthermore, 
they harm the United States nation 
its relations with the Latin American nations. 
foreign countries, private business and 
government interests are not separated the 
thinking the people—what one does re- 
flects upon the other. 


both embarrassing and difficult for the 
U.S. Information Service tell the people 
country about the worker opportunities and 
virtues American capitalism when there 
American company the country pursuing 
policies 
from the traditional practices the local 
capitalistic elements. 


This acceptance social responsibility in- 
volves not only taking active interest 
the development Latin communities and 
countries but also illustrating the rewards 
capitalism workers. American firms must 
take the lead helping the people achieve 
better way life. They have the obligation 
show the people personal example the 
results that might expected 


growth dynamic people’s capitalism 
their country. 

Fourth, U.S. firms must find ways inter- 
relate the interests the people with those 
the firm. Foreign peoples can become iden- 
tified with and take pride American cor- 
porations. For these firms identify them- 
selves effectively with Latins, however, they 
must understand the people’s needs and ob- 
jectives and assist them whenever possible 
the realization their aspirations. Those com- 
panies that have made greater efforts 
this have been more successful their Latin 
American operations. 

late, but not too late, for American firms 
begin taking positive steps such these 
alter Latin American public opinion and 
counteract Communist propaganda the 
area. concentrated efforts are made, the ul- 
timate nationalization U.S. operations 
foreign countries may avoided, and the 
United States may able stop the growing 
infiltration the Communist ideology among 
the peoples Latin America. 

If, however, U.S. concerns not take 
strong and immediate steps correct the cur- 
rent trends, their investments Latin Amer- 
ica are jeopardy. Even more important from 
national standpoint, the United States may 
one day find itself virtually cut off from the 
many vital raw materials receives from this 
area and may faced with way life 
Latin America that increasingly antago- 
nistic its own economic and social system. 
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MECHANIZATION THE 


POSTAL SYSTEM 


Arthur Summerfield 


WHILE predictions are always precarious, 
have hesitancy whatsoever stating that 
the Post Office Department will undergo 
striking metamorphosis the next decade. 
The American people will receive better, 
faster, and more convenient service because 
technological advances mail handling and 
distribution. Postal workers will relieved 
the burden performing dreary, repetitive, 
physical tasks, and their abilities and skills will 
used more effectively handling the ever- 
increasing volume the United States mails. 


THE PAST 


Any sensible prediction for the future should, 
edge the past and the present. 

The United States Post Office Department 
now 184 years old. has expanded greatly 
since its founding the Continental Congress 
1775, and today operates approximately 
36,000 post offices and employs over 
million persons. 

world’s greatest communications sys- 
tem uses 32,000 rural letter carriers who de- 
liver 1.5 million pieces mail daily over routes 
equal mileage three round trips the 
moon; issues average 400,000 money 
orders each working day; and operates the 


Mr. Summerfield the U.S. Postmaster General. 
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world’s largest fleet 85,000 motorized ve- 
hicles. 

any standards, the United States Post Of- 
fice Department big business—but more than 
that, growing business. The volume 
mail has been increasing about twice the 
rate our population growth, and the Na- 
tional Bureau Standards estimates that the 
present volume billion pieces mail an- 
nually plus more than billion pieces 
post will double the next twenty-five 
The Bureau Standards has further esti- 
mated that the year 2000 there will not 
enough available man power the United 
States handle the anticipated mail volume 
present manual methods are continued. 

Presently, the Post Office Department 
handling two-thirds all the mail the 
world. Two our largest post offices, located 
New York City and Chicago, each handle 
more mail than Canada. The ever-mounting 
volume mail and the problem handling 
promptly the key the future our postal 
service. Obviously, must use more mechan- 
ical and electronic devices for economical and 
expeditious handling. 

Prior 1953, slight attention 
given the problem modernizing the postal 
service that might efficiently handle the 
huge annual increases mail volume. This sit- 
uation was not necessarily the fault any pre- 
vious administration but was largely the ac- 
cumulated obsolescence the depression 
years the followed the war years 
the when little nothing could 
done modernize the postal service. 

Consequently, many postal facilities had be- 
come obsolete 1953. Post offices 100 
years old were common, and new building 
funds had been appropriated since 1938. The 
big “gateway” post offices through which 
much the mail for the nation flows, includ- 
ing those New York City, Denver, Detroit, 
Chicago, Philadelphia, San Francisco, and Los 
Angeles, were completely outdated. Their 
slow, outmoded mail handling was the biggest 
single bottleneck better mail service. 

Many the basic techniques mail han- 
dling Ben Franklin’s day were still use. 
Letters were sorted men standing front 
pigeonholes using the same peek-and-poke 
methods colonial days. Loyal and dedicated 
postal employees had been doing outstand- 
ing job, but they were handicapped such 
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difficulties poor lighting, insuf- 
ficient space, inadequate equip- 
ment, and behind-the-times oper- 
ating methods. 


THE PRESENT 


correct these conditions 
have completely reorganized and 
modernized the postal establish- 
ment. Since 1953, major improve- 
ments include: 


management establishing fif- 
teen postal regions, thereby 
viding supervision grass-roots 
levels 

Amodern and fair salary and 
compensation law for our em- 
ployees 


overhauled and modern- 
ized postal accounting system, 
centralized payroll preparation, 
and improved internal audits 


Overnight delivery letters 
mailed within the area for 100 
million Americans forty-three 
areas. This 
million next year. 

Extension rural service 
427,000 additional farm families 
and city delivery service addi- 
tional millions. fiscal 1959 
for example, 118 post of- 
were added the list 
areas that now receive city deliv- 
ery service, benefiting more than 
100,000 families. 


Since 1952 have concen- 
trated “crash” mechanization 
and automation program that 
major effort the industrial de- 
velopment this nation, consid- 
ering the size the operation, 
the unprecedented problems in- 
volved, and the relatively short 
time which the job must 


keep pace with our 


From the outset the program 
1952, created and built 
Office Research and Engi- 
neering from more than 125 
engineers plus more than 150 con- 
sultants today. addition this 
staff, have tapped the re- 
sources private industry, and 
are calling upon the research 
and engineering departments 
many leading American firms 
help solve our problems. To- 
day, have contractors such 
diversified groups the National 
Bureau Standards, Interna- 
tional Telephone and Telegraph 
Corporation, and the Food Ma- 
chinery Corporation. 

our Research and Engineer- 
ing Department got under way, 
our next step was the develop- 
ment billion postal mod- 
ernization program improve 
replace about 15,000 badly 
offices throughout 
the United States. This program 
calls for outlay $1.5 billion 
private industry build post 
offices and lease them the de- 
partment plus $500 million 
expended the federal govern- 
ment for postal equipment. 

date, have built 3,110 
post offices under this leasing pro- 
gram, and are now negotiat- 
ing for new structures the rate 
four per day. 


THE FUTURE 


These modern new post offices 
will perhaps the most signifi- 
cant symbol our postal prog- 
ress the decade from 1960 
1970. They provide flexible work- 
ing space, air conditioning, excel- 
lent lighting, and low first cost 
well low maintenance cost. 
Open counters and lobbies for 
lock-box and stamp dispensing 
service are typical. These func- 
tional and attractive one-story 
buildings are well designed for 
the efficient processing mail. 


the next several years, many 
large “Post Offices Tomorrow” 
will completed. Currently, 
are expediting these large, func- 
tionally designed post offices 
dozen cities. Fully mechanized 
facilities are scheduled for com- 
pletion soon Denver, Colorado 
and Flint, Michigan. Additional 
priority projects include Detroit, 
Philadelphia, Houston, Cincin- 
nati, Oakland, Harrisburg, Bos- 
ton, and Portland, Oregon. Two 
completely mechanized “Turn- 
key” post offices erected 
Providence, Rhode Island and 
Oakland, California will work- 
ing post offices where will con- 
tinuously test and develop new 
machines, equipment, and meth- 
ods for more efficient handling 
the mails. 

1970 can expect: most major 
post offices include many me- 
chanical innovations. Devices 
cancel mail high 
speeds will break the old peek- 
and-poke sorting bottleneck and 
will speed service. already 
have machines that sort 36,000 
letters hour and are 
54,000 sortations per hour. total 
ten machines this type will 
installed various cities dur- 
ing the next year. have also 
developed 
automatic parcel post sorting 
Washington, D.C., where 
have renovated the old building 
provide the first our mecha- 
nized post offices. Other ma- 
chines are installed soon. 

wide variety bottleneck- 
breaking machines for the han- 
dling mail within post offices 
include power and free trolley 
systems; conveyor handling 
mail into, inside, and out post 
offices; and high-speed machines 
for the various processing steps 
for mail and the cancelling 
letters. 
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Completely automatic postal 
self-service substations 
around-the-clock service will 
another new feature our postal 
service. One machine will vend 
stamps, stamped envelopes, post- 
cards, paper, and stamp book- 
lets, and will also total the cost 
and make change. Another ma- 
chine will issue money orders. 
third machine will accept parcel 
post packages for mailing, weigh 
the parcel, and, after the cus- 
tomer picks the zone, automati- 
cally apply the proper postage 
and insurance. 

All these devices have actu- 
ally been constructed pilot 
model basis and were shown 


recent “Parade Postal Progress” 


exhibitions held Washington, 
D.C. and Detroit, Michigan. 
Besides the physical speed-up 
mail the point where 
deposited, expect major im- 
provements two other impor- 


Listed and 


Securities 


buy... sell 
quote 


Over-the-Counter 


tant areas within the next decade. 
They involve the transportation 
mail and the processing mail 
before deposited the mail 
stream. recently completed 
the first comprehensive transpor- 
tation study for the postal service 
since 1921. will enable 
plan the more effective transpor- 
tation mail the years ahead. 

keep pace with the develop- 
ments and changes transporta- 
tion, postal transportation service 
terminals, transfer offices, and air- 
port mail facilities have been 
placed under the administration 
postmasters. addition, jet 
airline service will used more 
and more speed service. 

can expect many more 
transportation improvements 
1970. believe that then the 
postal service will have achieved 
its long-range goal next-day 
delivery letter mail between 
any two points the nation. 


THE PATRON 


have seen, the postal 
ice now providing the machines 
handle the mail the future. 
However, this not the complete 
answer faster, more efficient, 
mail 
Much the success the new 
equipment will depend the 
way the mails are used our 
patrons. For instance, most mail- 
ers today put the name, street ad- 
dress, and city their letters 
packages. But many them neg- 
lect add the postal zone num- 
ber. And yet, use the zone num- 
ber could assure the faster and 
surer delivery they desire. 

Since business mail comprises 
approximately per cent all 
mail, are now working closely 
with some the largest mailers 
who plan deliver mail the 
department sorted according 
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Which American industry 
now betters the living 


HERE ARE SOME SURPRISING FACTS 
ABOUT THE TRADING STAMP INDUSTRY 


FAR, whenever our nation’s economy has 
needed expansion, new industry has 
sprung help the country ahead. The 
automobile industry, employing millions, was 
followed closely the development radio 
and radio broadcasting make more millions 
jobs. Then came the airplane industry, air 
conditioning, plastics, television, frozen foods, 
change our lives some more. 


The trading stamp industry, while not new, 
belongs this expansion group and has been 
one the fastest growing all. Today 
betters the living more than out every 
families—the million American families who 
save trading stamps. 


Obviously, industry affecting such 
large proportion our population must bring 
far-reaching benefits for the nation’s econ- 
omy. And does. 1957 the trading stamp 
industry bought 250 million dollars’ worth 
products from America’s manufacturers. 
one way another, provided employment for 


90,000 people many different industries. 
Its economic side benefits, too, are many. 


1957 the trading stamp industry was 
million dollar customer transportation 
companies, bought million dollars’ worth 
advertising and paid million dollars 
state and federal taxes. 


The people this industry, its merchan- 
dise and redemption stores, its warehouses 
and transportation and all the activity that 
goes within are integrated economically 
everywhere state after state. 


Thus seems plain that the trading stamp 
industry along with the million families 
serves has become, like other expansion indus- 
tries, living, vital segment our economy. 


NOTE: you would like receive additional information 
about the trading stamp industry, answers specific 
questions about stamps, simply write The Sperry and 
Hutchinson Company, Dept. 114 Fifth Avenue, New 
York 11, New York. 


This message one series presented for your information 
THE SPERRY anp HUTCHINSON COMPANY. originator the 
S&H GREEN STAMP, S&H carrying 63-year tradition 

offering thrifty Americans additional way save purchases. 


GREEN STAMPS are today saved over million families. 


SINCE ONLY NATIONWIDE STAMP PLAN 
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street address. believe this pro- 
gram will greatly expanded 
future years, and hope the busi- 
ness readers this magazine will 
prepared cooperate with 
this mutually helpful effort. 

may need the cooperation 
the mailer many other areas. 
the future, must reduce still 
further the manual handling 
the mail. undoubtedly will 
have use coded addresses that 
are placed mail before goes 
through the automatic sorting 
machines. possible that some 
day both large and small mailers 
may have code book like tele- 
phone directory; they will look 
the address, determine the 
proper code symbol, and impress 
the code symbol the letters 
place typed addresses. 

have made tentative sug- 
gestions Congress for the 
standardization letter size for 
speedier handling mechanized 
equipment, and may expect 
changes the relatively near 


future. 


VITAL FORCE 


would like mention even 
aspect the future 
our postal service. Today, our 
postal service the lifeblood 
our national commerce, the hand- 
maiden our free press, and the 
vital social force that binds our 
people closely together. the 
greatest free communications sys- 
tem ever developed. the years 
ahead, must not take our post- 
service system for granted. 
must continuously improve 
it. must finance sound 
basis, charging equitable postage 
rates. Funds necessary build 
for the future must provided. 
And must have public under- 
standing its needs and its im- 
portance the strength our 
nation. 
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hat wrong with our 
business education? 


Higher 
Education 
for Business 


ROBERT AARON GORDON 
and JAMES EDWIN HOWELL 


AMERICAN business education programs adequate 
meet the growing needs business? Which areas 
need improvement and how should changes effected? 
What the best background for business? graduate 
school necessary business training? Questions like 
these are answered this thorough analysis. 

The authors stress the need for dynamic education 
meet the ever changing character business. They 
recommend liberal arts education broad engineer- 
ing course followed rigorous graduate work. For 
students who cannot graduate school they suggest 
new plan for undergraduate training. 

businessmen look more and more business schools 
for recruiting personnel, the importance business 
training cannot overestimated. This book that 
everyone business concerned with business prepara- 
tion will find interesting and provocative. study under- 
taken the request the Ford Foundation. $3.50 


COLUMBIA 


University Press 
2960 Broadway, New York 27, N.Y. 
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Lois Shepherd Headings 


EDITOR 


book notes and reviews 


When deal with the problems history usually misread them terms what 
hope instead understanding them the evidence dictates. (James Burnham 


The Managerial Revolution 


SANCTITY SANCTION: 


EXPLORATIONS POWER 


ONLY modern government 
“in borrow phrase 
from Drucker’s Landmarks To- 
morrow, but our economic struc- 
ture and indeed all institutions 
ordered through human relations 
are currently impaled 
horns the dilemma between 
moral suasion and legal coercion. 
For years, few believed any such 
dilemma possible, let alone desir- 
able. Systems functioned auto- 
matically, and fact functioned 
best when not tampered with. 

Even academic studies, the 
pursuit knowledge was 
straight, empirical path from 
which some day would emerge 
the brave new world. need 
was seen for value judgments 
along the way imperfectly un- 
derstanding and imperfectly un- 
derstood human beings. 

But the confrontation 
modern society fascism and 
communism was not enough 
jar alive reconsideration val- 
ues here and now, the atom bomb 
was. After its strategic effective- 
ness had been determined and 
the scientific breakthrough ap- 
many physical scien- 


tists found themselves agonizing 
over unfamiliar questions, ques- 
tions value and responsibil- 
ity for the application their 
knowledge. Could the layman—in 
this case, politician military 
man—be expected evaluate the 
future consequences using nu- 
clear power for 
poses? Was justifiable, even for 
its immediate strategic purpose? 
Would not demonstration its 
unprecedented destructive force 
unoccupied area have had 
the same effect? Above all, what 
was the responsibility the sci- 
entist member his society? 

Similarly, the new realities 
“competitive coexistence” have 
pricked the complacency busi- 
ness leaders. The noblesse oblige 
aura surrounding the concept 
social responsibility, which led 
the now-familiar accusations 
“new feudalism” and “new fas- 
has dimmed bit with the 
enhanced prestige moral phi- 
losophy general and with the 
continuing examination few 
corporation lawyers its func- 
tion our economic structure 
particular. 


The pleasant fictions that have 
obscured our changing society 
are becoming more and more di- 
aphanous. Even cursory glance 
current serious writing—that is, 
outside the captive audience 
public relations (and captive 
mean 
who insist and read only their 
own wishful 
that contemporary power reali- 
ties can longer ignored. And 
with power arises the problem 
control. 

the other hand, control 
any form restraint, even such 
nominally admirable restraints 
virtue, justice, equity, has been 
wholly unpopular concept 
contrast that freedom. This 
has been all areas—politics, 
economics, art, and personal life. 

economic transactions 
war, the sole arbiter for decades 
has been some variation the 
“invisible hand” concept, enlight- 
ened self-interest being the most 
recent. One the bitterest 
modern lessons that mecha- 
nism—no invisible hand, sys- 
tem alliances, set organi- 
zation charts table statistics 
math model—can offer relevant 
answers today’s problems. 
have had good proof that the 
mechanism collective bargain- 
ing only good the good 
faith around the bargaining table. 

This awareness that the mecha- 
nism works only well 
actually manipulated is, course, 
far from new. “policy” exists 
the many decisions implement- 
ing general statement direc- 
tion; “law” likewise consists 
number interpretative deci- 
sions based legislative state- 
ment intention, whether these 
decisions made the courts 
administrative agencies. 


The new awareness not, then, 
that all will automatically well, 
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CONCERNING POWER 


RECENT 


Battista, POWER INFLUENCE 
PEOPLE Prentice 

Delbert Brown, GROWTH DEMO- 
CRATIC GOVERNMENT (Public Af- 
fairs Pr. 

Marquis Childs and James Reston 
(eds.), WALTER LIPPMANN AND HIS 

Felix Cohen, 
AND LEGAL IDEAS re- 


ETHICAL SYSTEMS 
print; Cornell 

Palmer LAW AND 
LIZATION Public Affairs Pr. 

William Ernest Hocking, 
AND NATIONS: MESSAGE 
THE THE USSR 
(Harper 

Arthur 
ORGANIZING PEACE THE NUCLEAR 

Bert 
PECTS ECONOMIC GROWTH (Free 
Pr. 


Janowitz, AND THE 


Holcombe (chairman), 


SOCTOLOGICAL AS- 


ESTABLISHMENT (Russell 
Sage Found. 


but that after and during execu- 
tion must con- 
ducted for the most part “in the 
public interest.” Who the 
reviewing? That seems the 
moot question. this part 
the discussion that one more and 
more often comes across the term 
government, re- 
view was registered through 
the vote and public opinion, but 
how could either reach into the 
warrens the federal agencies 
where the laws were being inter- 
ownership was the agent 
review, but the ineffectiveness 
ownership review fast be- 
coming number-one topic 
discussion since the publication 
the ‘twenties Keynes’ essay, 
“The End Laissez Faire,” and 
the ‘thirties and early 
The Managerial Revo- 
lution and Berle and Means’ The 


Philip Jessup and Howard Tau- 
benfeld, CONTROLS FOR OUTER 
(Columbia 

AMERICAN ESSAYS SOCIAL PHI- 
Harper 

Herbert Marks (ed.), LAW AND AD- 
MINISTRATION Pergamon 

Karl Marx and Friedrich Engels, 
BASIC WRITINGS POLITICS AND 
Anchor) 

Robert Michels, PARTIES: 
SOCIOLOGICAL STUDY THE EMER- 
GENCE LEADERSHIP, THE PSY- 

AND THE 

OLIGARCHICAL TENDENCIES OR- 


CHOLOGY POWER, 


GANIZATION Dover 

Gunnar Myrdal, SOCIAL 
METHODOLOGY Harper 

Northrop, THE COMPLEXITY 
LEGAL AND ETHICAL EXPERIENCE 
(Little, Brown 


Talcott Parsons, STRUCTURES AND 


PROCESS SOCIETIES 


(Free 


MODERN 


Pitirim Sorokin and Walter Lunden, 
POWER AND MORALITY: WHO SHALL 


Modern Corporation and Private 
Property. 

Such tradition-laden terms 
legitimacy and sovereignty recur 
again and again recent books 
and articles. Political philosophy 
has regained stature has not 
had for century. The generali- 
ties—and realities—of power are 
coming for major considera- 
tion, are the relative merits 
control morality law. 
matters degree and 
kind the 


power structures international 


spheres, they enter the consid- 
erations social power struc- 
tures. corporation lawyer 
David Bazelon remarked his 
article “Facts and Fictions 
Capitalism” (The Reporter, Sep- 
tember 17, 1959): 


“The difference between 
nomic organization like General Mo- 


tors A.T.&T. and $10-million 
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GUARD THE GUARDIANS? Porter 
Sargent 

Van Zandt, METAPHYSICAL FOUN- 
DATIONS AMERICAN HISTORY 
(Humanities Pr. 

Leo Ward, ETHICS AND THE SOCIAL 


FORTHCOMING 


Morris Ginsberg, REASON AND UN- 
ciology and Social 
Macmillan import 

Frederich Hayek, THE CONSTITUTION 

Herman THERMONUCLEAR 
WAR Princeton 

Monrad Paulsen (ed.), LEGAL 
STITUTIONS TODAY AND TOMORROW 
(Columbia 


Kenneth Thompson, POLITICAL REAL- 
ISM AND THE CRISIS WORLD POLI- 
Princeton 

LEMS OUR TIMES Prentice 
Barbara Wooton, CHANGE 
AND SOCIAL PATHOLOGY Macmil- 


lan 


even $50-million corporation not 
the simple additive one size. some 
point change quantity becomes 
change quality, and new property 
form created. Moreover, smaller 
corporation may drag along fail, and 
only limited number people are 
hurt; but the giants cannot allowed 
fail, and indeed they cannot al- 
lowed for long function much 
below their optimum capacity. Na- 
tional production and the fate peo- 
ple would decisively affected. 

“Little corporations get bigger—by 
accumulation, merger, and simply 
because have expanding econ- 
omy. certain point they transcend 
their original nature and then two cru- 
cial economic events occur simultane- 
ously: there has been new addition 
million the sphere quasi- 
public unprivate property and sub- 
traction the same amount from the 
private-property, 
tor. Note these facts: between 1949 
and 1954, the number mergers 
tripled.” (p. 47) 


Against this trend what 
sometimes called 
reaucracies, the free enterprise 


Cc 
n 
a 


segment (assets under $50 mil- 
lion) stands futile opposition. 
Both liberals and conservatives, 
Bazelon believes, continue their 
ideological arguments about our 
productive system terms that 
are irrelevant and misleading 
“that all the ordinary citizen 
can stay awake while the 
great debate about our fathers’ 
world goes on.” (p. 48)' His main 
point that the dissolution 
property rights and the bifurca- 
tion ownership and control 
“the managerial revolution.” 

This also forms the bulk the 
discussion Adolf Berle’s new 
book essays, POWER WITHOUT 
PROPERTY: NEW DEVELOPMENT 
AMERICAN POLITICAL ECONOMY 
(Harcourt, Brace, $3.75). (As 
one would expect from the title, 
his classic work with Gardiner 
Means. 

Concerned with legiti- 
macy, the argument remains es- 
sentially argument. 
Whenever there question 
power, there question legiti- 
macy, says Berle. The legitimacy 
capitalism was based pri- 
vate property the bastion 
individual freedom against politi- 
cal and ecclesiastical control. But 
private property 
conceived bore relation the 
corporation. fact, Berle points 


only sense which corporations, 
this context, could possibly still con- 
sidered “private property” that they are 
Livingston’s The American Stockholder, 
the traditional rights stockholders (the 
tight discharge managers electing 
new directors, the right sue managers 
for gross mismanagement, and the right 
sell the stock) are inoperative, except for 
the third right, for all but substantial in- 
vestors. And the main substantial investors 
are the trustee banks, mutual funds, pen- 
sion funds, and insurance companies, who 
vote the stock for their stockholders. The 
crucial point that the right has been 
transferred from the actual ownership 
the investing institution. 


out, Adam Smith said that such 
collective enterprise corpora- 
tion could never play major role 
society. Since would too 
divorced from self-interest, the 
market would eliminate 
cause its inefficiency. The early 
U.S. government viewed the cor- 
poration with great misgiving, 
passing laws strictly limiting 
and fearing artificial per- 
sonality with soul, con- 
science, and hence morals! 
The break the legal intent 
restraint the early corporation 
was effected the railroad sys- 
tems. The consequent growth 
corporations and the concentra- 
tion assets and power has re- 
sulted the staggering fact that 
two-thirds the nonfarm econ- 
omy controlled 500 corpora- 
tions—as Berle says, concentra- 
tion power over economics 
which makes the medieval feudal 


system look like Sunday School 


party.” 

The relevant fact here, 
course, that effective power. 
Berle puts it: 

believe the content these 
systems rather than their form that 
matters. Their power can enslave 
beyond present belief, perhaps set 
free beyond present imagination. 
The choice lies with the men who op- 
erate the pyramids, and with the men 
affected who can demand what they 
really want. Our Anglo-Saxon demo- 
cratic liberties, after all, were beaten 
out, not against the framework the 
personal possessory property regime, 
but against the background two 
the most brutal despotisms Western 
history. Both the Angevin dynasty 
Normandy and the Tudor dynasty 
England were rank despotisms. The 
content our democratic liberties 
from Magna Carta down was pumped 

“We have accept this power situ- 
ation as, let call it, neutral mecha- 
nism subject the control the body 
that control. That control, believe, 


when horizons expand 
PROFITS UP! 


Good advertising broadens your sales 
horizon brings you contact with more 
available business. This enables you selective 
lets you concentrate your efforts orders 
that produce the best profits. 

May discuss this Good Advertising 


with impact 


principle applied business? 


Georgia Street, Indianapolis 
6-3491 
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will essentially intellectual and 
philosophical, capable being trans- 
lated into legal rules when necessity 
arises. 

Berle would set against the 
“lords temporal” (management) 
some “lords spiritual” the 
feudal power system. does not 
suggest the government for this 
role. points out that originally 
such lords were men learning 
and the church; hints that 
trustee investors might play 
unaccustomed part here. This 
recommendation reminiscent 
Livingston’s suggestion (see 
footnote that large investors 
should play more active role be- 
cause they are position en- 
hance the moral tone manage- 
ment. 


Certainly, corporation lawyers 
have not been the only recent har- 
bingers the demise capital- 
ism—capitalism, that is, tra- 
ditional sense. Bruckberger 
the recent best-seller 
AMERICA Viking, $4.50) sees 
our society ameliorative one 
that exemplifies neither capital- 
ism nor socialism. Derived from 
our “conservative revolution” (in 
contrast the “Utopian revolu- 
tion” France with its all-or- 
nothing deal), owed its devel- 
opment largely the genius 
three men. The first was the econ- 
omist Henry Charles Carey, who 
denounced the English school 
political economy with “What 
then, wealth everything, and 
the eyes modern political econ- 
omy nothing, and can 
nothing, because takes note 
the qualities which dis- 
tinguished from the brute, and 
therefore led regard him be- 
ing mere instrument used 
capital enable its owners 
obtain compensation for its use.” 
pp. 158-59). The second was the 
anticapitalist Henry Ford, who 


equated laborer and consumer 
and declared the profitability 
social responsibility and who 
even, the famous Dodge case, 
called stockholders parasites. The 
third was the trade-unionist Sam- 
uel Gompers, who insisted 
keeping labor’s cause outside gov- 
ernment sponsorship. The result 
was new regard for the indi- 
vidual. Bruckberger’s praise 
America’s development through 
her ability reach modus vi- 
vendi between reality and ideal 
—her ability live with unpleas- 
ant situations duly sanctioned 
—is welcome, especially from the 
usually critical French 
berger French Jesuit Denis 
Brogan has pointed out that there 
are 
Bruckberger’s book; the other 
hand, Brogan displays noticeable 
naiveté toward our economic sys- 
tem. 

Edward Mason, his much- 
quoted article “The Apologetics 
‘Managerialism’” (Journal 
Business, January, 1958), de- 
scribes the undermining classi- 
cal capitalism terms its three 
postulates: profit maximization, 
atomistic competition, and con- 
sumer sovereignty. Profit maximi- 
zation the goal the firm has 
been replaced some circum- 
stances the long-range goal 
general stability and enhanced 
reputation, and others the 
simulation game psychology, 
which profits become 
The criterion atomistic compe- 
tition has been exchanged for (1) 
the “new competition” new 
products and processes (resulting 
from innovation, “creative de- 
favorite thesis 
Lilienthal and (2) 
the balance Galbraith’s coun- 
tervailing powers; (3) the 
complete disappearance com- 
petition exchange for benefi- 
cent long-run industry planning 
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(Berle). Consumer sovereignty 
has been undermined planned 
obsolescence and variety 
Principally, how- 
ever, the fact that the ideology 
classical capitalism longer 
justifiable the leaders 
thought the community cre- 
ates need for new apologetic 
(Drucker would say “theory 
business for the fait 

Whether the term “apolo- 
“ideology,” “philosophy 
“legitimation,” 
the new realities power our 
economic structure are coming 
for more and more scrutiny. One 
the earliest studies the 
change our social structure 
bears rereading: The Mana- 
gerial Revolution James 
ham (John Day, 1941). Part 
the decline prestige this 
book has doubt been due 
the ideological instability its 


The definition profit lively sub- 
ject, from all evidence. Drucker finds 
only the provision for costs the future 
(“Business Objectives and Survival Needs,” 
Journal Business, April, 1958). Berle, 
noting that corporations since World War 
have supplied some three-fifths their 
own investment funds the form re- 
tained earnings and depreciation reserves, 
wonders retained earnings, instead 
being savings, might variety levy, 
made the community its production, 
secure, maintain expand services.” 
(Power Without Property) George 
Adams, Jr. The Relevance Economic 
Theory (Bureau Business Research, 
Indiana University) gives 
conjecture: “It really ironic that, 
economy whose impulsion profit, 
not know what profit is. The skills the 
accountant can isolate it, but skills have 
yet explained Every time think 
about it, think explanation that 
seems plausible—until think again. Yet 
know exists; think exists even 
under socialism, but not know why. 
the evolution economic society has 
pushed the world that theory purports 
interpret completely beyond both the as- 
sumptions and the circumscriptions our 
conventional wisdom, and such de- 
gree that we, somebody, must start all 
over.” (pp. 25-26) 
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outstanding books 


PRODUCTION CONTROL, New Second 
Edition 

FRANKLIN MOORE, University Michigan. 655 
pages, $8.00. 


This new second edition describes the work controlling 
production, compares methods, and examines the reasons 
why one method should chosen rather than another. 
Several subject areas not covered before have been integrated 
into the new edition. Many new illustrations are featured. 
all subject areas the material has been brought date. 


MANAGEMENT INTERNATIONAL 
OPERATIONS; Text and Cases 


JOHN FAYERWEATHER, Columbia University. Ready 
January. 


This book intended advance the managerial knowledge 
and skill students and businessmen concerned with the 
management operations international scope. deals 
with all the major areas management action: human 
relations, marketing, community and labor relations, organ- 
ization, finance and operating policies. The cases illustrate 
significant problems and management methods each area. 


MANAGEMENT THE INDUSTRIAL 
WORLD: International Analysis 


FREDERICK HARBISON, Princeton University; and 
CHARLES MYERS, Massachusetts Institute Technology. 
412 pages, $7.00. 


This pioneering work studies the nature management 
resource, system authority, and class. The book 
based research done number different countries 
different stages industrialization, structure, and 
development. 


THE EDUCATION AMERICAN 
BUSINESSMEN: Study University- 
College Programs Business 
Administration 


FRANK PIERSON, Swarthmore College. McGraw-Hill 
Carnegie Series American Education. 740 pages, $7.50. 


The author, one the top labor economists this country, 
was selected the Carnegie Corporation make 
exhaustive and critical study undergraduate and graduate 
courses and the overall curriculum Business Administra- 
tion. This book the resulting analysis, and also the 
third volume the Carnegie Series American Education. 


Anniversary 
330 West 42nd Street, New York 36, 


READINGS HUMAN RELATIONS 


KEITH DAVIS, Arizona State University, Tempe; and 
WILLIAM SCOTT, Georgia State College. McGraw-Hill 
Series Management. 576 pages, $6.50. 


particularly well-balanced collection readings, designed 
for use courses Human Relations, Industrial Psy- 
chology, and Industrial Sociology. The book contains 
complete periodical articles and additional short selec- 
tions from articles and books. Articles are leading 
authorities human relations and represent many different 
research groups and points view. 


POLICY MAKING AND EXECUTIVE 
ACTION: Cases Business Policy 


THOMAS McNICHOLS, Northwestern University. 
693 pages, $8.00. 


The book not primarily concerned with problems faced 
individual managers, but with company problems. pro- 
vides comprehensive array cases which delineate the 
job the chief executive and the top. management group 
responsible for the direction and guidance the business 
entity. 


ESSENTIALS INDUSTRIAL 
MANAGEMENT 


LAWRENCE BETHEL, Fashion Institute Technology; 
FRANKLIN ATWATER, Fafnir Bearing Co.; GEORGE 
SMITH, Senate Republican Policy Committee; and HARVEY 
STACKMAN, Temple University. Second Edition. 528 
pages, $6.40. 


This carefully organized text designed provide over- 
view the interrelationship all basic business and indus- 
trial organization functions. suitable for use the 
sophomore junior level. New material this second edi- 
tion includes: recent developments trends toward the 
integration companies; automation 
ations; new government regulations; and the application 
electronics plant and office operations. 


PRINCIPLES MANAGEMENT 


HAROLD KOONTZ and CYRIL Uni- 
versity California Los Angeles. McGraw-Hill Series 
Management. New Second Edition. 752 pages, $7.00. 


Unlike any other management text, this new second edition 
provides conceptual framework within which the principles 
and techniques management can analyzed and ex- 
plained. The book covers the five functions managers— 
organizing, staffing, directing, planning, and controlling—the 
activities which every manager any level any type 
endeavor engages. 
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author, who has ranged all ex- 
tremes the political 
Certain excesses are evident 
this book, but has some germi- 
nal ideas. The description the 
rise social dominance the 
managerial class world-wide 
phenomenon begins with the ad- 
monition that “the outworn falla- 
cies the belief the military 
isolation the United States 
from the rest the world are not 
one tenth grave the fallacies 
the belief our social isola- 
tion.” (p.4) Burnham then points 
his theory the third way; 
that is, neither those who believe 
the permanence capitalism 
nor those who predict its replace- 
ment socialism are right: Capi- 
talist society will replaced 
managerial society. 

Beginning with feudal society, 
traces the gradual shift 
power (which equates with 
control, determined the two 
factors, control access and pref- 
erential treatment distribution) 
through the flight from industrial 
production finance, and thence 
the gradual withdrawal the 
“Sixty Families” from active 
direct participation the eco- 
nomic process, with most the 
wealth and legal ownership 
big capitalism registered the 
names women. The big capital- 
ist families, maintains, now 
spend the majority their time 
playing, traveling, devoting 
their energies charitable, edu- 
cational, and artistic activities. 
Control has now devolved 
management. 

the political sector “It 
news anyone point out that 


Despite the meager notice given this 
book today, the phrase “managerial revo- 
lution” current usage. The phenome- 
non has also been retitled “twentieth cen- 
tury capitalist revolution” Berle and 
“USA, the Permanent Revolution” Rus- 
sell Davenport Fortune. 
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during the generation since the 
first world war, sovereignty has 
been slipping away from parlia- 
ments. Sovereignty has shifted 
from parliament the adminis- 
trative bureaus. Very little 
control over the state actually, 
today, possessed Congress.” 
(pp. 143 and 148) point 
also made Land- 
marks Tomorrow.) Burnham 
emphasizes that “the active heads 
the bureaus are the managers- 
in-government, the same, near- 
the same, training, functions, 
skills, habits thought the 
managers-in-industry.” (p. 150) 


reminded two things. 
The first the growing sentiment 
professionalize management, 
which would seem substanti- 
ate interpretation 
events. The second the furor 
over the investigative powers 
Congress, especially relation 
the excesses McCarthy. the 
interest the legislative branch 
and the public general, per- 
haps the complete shearing 
this power would not entirely 
advisable. This would depend up- 
whose interest the investi- 
gating was being done well 
upon the manner which was 
being conducted. 

contrast, Victor Perlo his 
Capitalism’ and Stock- 
Ownership” Econom- 
Review, June, 1958) finds the 
locus power still with the tradi- 
tional capitalist. Through the 
trust banks, they wield real influ- 
ence the composition boards 
directors. 

Perhaps this controversy elu- 
cidated best article Rob- 
ert Sheehan Novem- 
ber, 1958), Remodeled 
Management.” Because its ap- 
propriateness, will quote 
some length its discussion own- 
ers versus managers: 


Courtesy Fortune magazine. 
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“As General Motors passes from pro- 
prietary professional management, 
and turns from board representing 
huge blocks stock ownership one 
representing the stockholders large 
last term, course, bears exami- 
nation view the above discussion], 
the much-advertised Managerial 
lution finally arriving the world’s 
largest industrial How 
much did the anticipation this ulti- 
mate change influence the changes 
the top command that were put into 
effect two months ago? 


POWER THE 
INTERNATIONAL 
SCENE 


RECENT 


Donald Dozer, ARE 
NEIGHBORS? THREE DECADES IN- 
TER-AMERICAN RELATIONS, 1930- 

Karl Deutsch and Lewis 
Edinger, GERMANY REJOINS THE 
POWERS: MASS OPINION, INTEREST 
GROUPS, AND ELITES CONTEM- 
PORARY GERMAN FOREIGN POLICY 
(Stanford 

Abba Eban, THE TIDE NATION- 
ALISM Horizon 

Ruth Fischer, FROM LENIN MAO 
(Praeger 

Annette Fox, POWER SMALL 
STATES: DIPLOMACY WORLD WAR 

Lloyd Free, ALLIES AND 
NEUTRAL Pr. 

Josef Gellermann, GENERALS 
STATESMEN Vantage 

Robert Graham, J., 
DIPLOMACY Princeton 

George Lenczowski, AND STATE 
THE MIDDLE EAST 
Edwin Lieuwen, AND POLITICS 

LATIN AMERICA Praeger 

Edgar THE ATLANTIC 
ANGLE AND THE COLD 
Toronto 

Hugh Seton-Watson, 
WAR WORLD AND THE COLD WAR 
(Praeger 

William Stringer, ROUND- 
UP: PROFILES WORLD LEADERS 
(Longmans 

Tad Szulc, TWILIGHT THE TYRANTS 
(N. TIMES correspondent 
So. Am. regimes; Holt 


NEW BUSINESS BOOKS 
FROM MACMILLAN 


MANAGERIAL ACCOUNTING Introduction 


Harold Bierman, Jr. 483 pages $10.00 


“Accounting Professor Bierman Cornell brushes executives accounting’s role decision- 
making. treats financial accounting the accounting cycle, accounting concepts and 
conventions, preparation and analysis financial statements, stockholders’ equity, etc. also 
deals with managerial accounting capital budgeting, variable costing, changing price levels, 
overhead distribution, etc. Recommended.” THE WALL STREET JOURNAL 


CREATIVE DISCUSSION 


Rupert Cortright George Hinds 303 pages $6.00 


points out that industrial and technological progress demands increasing awareness the 
role played conference and discussion techniques interpersonal relations. The 
review various situations which may arise including problem-solving, brain storming, role 
playing, and industrial leadership conferences. They stress the need participate creatively 
all such situations emphazing the concepts and techniques which are the most use.” 

THE CHRISTIAN SCIENCE MONITOR 


rounded review the growing importance conferences and discussion techniques 


ADVANCED MANAGEMENT 


INVESTING For FUTURE 


How Surmount Rising Prices and High Taxes 
Thomas Babson David Babson 312 pages $4.95 


“The first sections guidebook for investors deal with modern problems investing and the 
new economic environment, while later chapters examine types stocks and view various 
industries terms investment. Advice successful lifetime investing and suggestions 
concerning financial planning for the family are also helpful features. Contains more material 
the U.S. economy than most other books personal investments.” THE BOOKLIST, ALA 


The book particularly timely special interest both the professional and 


non-professional THE ANALYSTS JOURNAL 


THE MACMILLAN COMPANY, BH-2 

FIFTH AVENUE, NEW YORK 11, 

Please send approval: 

copies Cortright Hinds: CREATIVE DISCUSSION $6.00 each. 
Bierman: MANAGERIAL ACCOUNTING $10.00 each. 

copies Babson Babson: INVESTING FOR SUCCESSFUL FUTURE 


$4.95 each. 


understood that may return the book(s) within ten days and owe nothing. 
Otherwise you may bill accordingly, plus few cents for postage. 


me. Check enclosed. 


SAVE! Enclose payment now and will pay the posta 
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| 
ICAN 
TATE 
ATICS 


“In speculating, one runs the risk 
reading into the minds the decision- 
makers certain complications and ab- 
stractions thought that may have 
conscious part 
After 


these were practical businessmen tack- 


plaved 
decision-making 


ling practical and concrete problem. 

“Nevertheless, may assumed 
that the coming managerial revolu- 
tion was foreseen, the instinct—among 
the senior members the board, 
least—would slow down. Pru- 
dent businessmen usually take that ap- 
proach (‘Let evolutionary, not 
And one way adjust 
the balance and prepare for manage- 
ment’s ascendancy would make 
the chairman, who has close relation- 
ship with the shareholders, the chief 
executive officer. the past twelve 
vears the chairman the board 
G.M. has had only advisory role. 
But since represented those huge 
blocks stock, exerted very real 
influence. That would not the case, 
however, with the boards the future. 
Hence can said that the change 
which has just been made ties manage- 
ment and shareholders together while 
there still time it. 


“That not suggest that the 
past there has been any noticeable di- 
vergence the interests manage- 
ment and shareholders G.M. cor- 
porations where such conflict occurs, 
usually over long-range policies, 
favored management, that work 
the temporary disadvantage the 
shareholders. Thus management may 
prefer issue new stock rather than 
borrow; plow back earnings rather 
than pay the high dividends that some 
directors might feel the smaller share- 
holders deserved; pay what may 
seem disproportionately large 
salaries and bonuses order keep 
the organization intact and strong 
depth. But G.M. these issues not 
appear controversial. Most the 
large shareholders the board were 
part management one time. They 
still have the management approach 
problems, and they have fantastic at- 
tachment and loyalty the organiza- 

“Yet Curtice’s was also extremely 
independent management from or- 
ganizational point view. Though 
was meticulous observing company 
protocol, and scrupulously avowed his 
deference the powers the govern- 
ing committees and the board, 
was such crisp and confident execu- 


tive, and moved fast and forcefully, 
that usually got his way. Again, 
there suggestion that Curtice and 
the board diverged seriously funda- 
mentals policy. But conceivably 
some the senior members may have 
blinked bit the way policy was 
whipped through, and felt that their 
role was tending more toward affirma- 
tion than formulation. Suppose you 
had powerful manager this type 
who missed, instead hit, the target? 
any rate, with ‘Red’ Curtice, the 
G.M. board got foretaste what life 
will like when the Managerial Revo- 
lution fully accomplished. And per- 
haps subconscious voice whispered, 
‘If must have strong management, 
let vested, closer home, the 

Burnham assumes that the 
control all society lies with 
those who control 
ments production. this 
overstatement the economic- 
determinism kind? Only slightly, 
according recent empirical 
study sociologist Floyd Hunt- 
er, TOP LEADERSHIP, U.S.A. 
Carolina, $6). His findings, al- 
though similar the conclusions 
Wright Mills The Power 
Elite, are expressed much less 
indignant tone. did not find 
the men the apexes power 
“devoted solely absconding 
with the nation’s funds. Some 
have been extremely thoughtful 
about their responsibilities citi- 
(p. 252) Corporations, 
though, Hunter says, are the most 
potent single forces America. 
more, when control vi- 
tal their functioning (even 
though sometimes inimical 
the general welfare) they can, 
through selected members, con- 
trol the political machinery all 
levels government. would, 
therefore, seem wise have them 
every possible way account- 
able the public. 

for general policies, most are 
long time the making. 
“Those who wish have their 
own policy views recognized 
have sell their ideas some- 
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matter fact,” regardless 
their position 
though some are mure respect- 
fully heeded than others. Policy 
ideas also get passed along the 
informal private life where there 
recognition compatible in- 
terests and congeniality ideas 
men like status.” The top 
power leaders not always get 
their way; however, policies get 
decided and moved “not 
gether men elected public 
office, but through coordinate ac- 
tions between formal and 
mal groups interested men.” 


(pp. 260-61 


NATIONAL ISSUES 
POWER 


RECENT 

Alexander and others, 

AND THE POLICY MAKER 

Inst. 

Morton Auerbach, THE 

Beloff, AMERICAN FEDERAL 

(McGraw 

Chester Bowles, THE COMING POLITI- 

James Charlesworth (ed.), 
CAN CIVILIZATION AND ITS LEADER- 
SHIP NEEDS, 1960-1990 Acad. 
Pol. Soc. Sci. 

Christenson, THE BRANNAN 

FARM POLITICS AND POLICY 
(U. Mich. 

PRESIDENCY (Public Affairs 
Pr.) 

LEGISLATIVE INSTITUTION (U. 

Pa.) 

Greene, RELIGION AND THE 
STATE: THE MAKING AND TESTING 
nell 

AMERICA Harper) 

Handlin, THE NEWCOMERS 
(Negroes and Puerto Ricans 
New York; Harvard 

Dexter Keezer, NEW FORCES 
AMERICAN (McGraw) 


Eri 
Jas) 
Cle 
Dae 
Jam, 


Hunter’s only reference the 
idea legitimacy lies his cau- 
tion that, although today Ameri- 
cans seem spellbound the cur- 
rent status system, there also 
“an element woven into the gen- 
eral culture the nation that 
abhors power which one cannot 
control.” Further, says 
would suggest those few who 
would sustain themselves pow- 
the expense little people, 
“that they reread history and look 
deeper into the wellsprings the 


Samuel Lenher, FORCES 
SCIENCE (E. Pont Ne- 
mours Co. 

Felix Morley, FREEDOM AND FEDER- 
ALISM 

Nordhoff, SOCIETIES 
THE U.S. Hillary House 

James Patton, THE CASE FOR 
FARMERS Public Affairs Pr. 

DEMOCRATIC 
MANIFESTO Voyages Pr. 

Frank Pinner, Paul Jacobs, and 
Philip Selznick, OLD AGE AND PO- 
LITICAL BEHAVIOR: CASE HISTORY 
(U. Cal. 

Eugene Rostow, PLANNING FOR 

THE PUBLIC LAW 

AMERICAN CAPITALISM (Dean 


Eric Sevareid (ed.), 1960 


(Collection articles, favorable 
and critical; Basic Books 
David Shannon, THE DECLINE 
AMERICAN COMMUNISM (Harcourt, 
Brace 

Shannon, MONEY AND POLI- 

George Spicer, THE SUPREME 
THE COURT AND FUNDAMENTAL FREE- 


Clement Vose, CAUCASIANS ONLY: 
THE SUPREME COURT, THE NAACP, 


AND THE RESTRICTIVE COVENANT 
ael olfle, AND PUBLIC 
3 


James Wortht BIG BUSINESS AND 
FREE MEN Harper) 


aspirations American life.” 
254 

From the tone this, perhaps 
Mills wrongly excoriates our con- 
temporary “conservative mood,” 
reflection the development 
our society. Again come the 
right reading history and its in- 
junction aptly put Fortune 
Sheehan, “So the moving fin- 
ger writes.” 

The fact that legitimacy and 
control are still too ill-defined and 


FORTHCOMING 


PRICE-COST AND PUBLIC POLICY 
(Harvard 

Stewart Alsop, NIXON AND ROCKEFEL- 
LER Doubleday 

Jack Bell, THE PRESIDENTIAL STORY 
(Doubleday 

Brogan, POLITICS AMERICA 
(Doubleday 

Edwin Dale, CONSERVATIVES 
POWER: STUDY FRUSTRATION 
(Doubleday 

Paul David and others, 
NATIONAL PARTY CONVENTIONS 
(Brookings Inst. 

Robert Elder, FOREIGN POL- 
ICY MACHINE Syracuse 

Paul Harbrecht, FUNDS 
AND ECONOMIC POWER Twentieth 
Century Fund 

Carl Kaysen and Donald Turner, 
ANTI-TRUST POLICY: ECONOMIC 
AND LEGAL Harvard 

Ross Koen, CHINA LOBBY AMER- 
ICAN Macmillan) 

Louis Koenig, PRESIDENCY: 
THE BEHIND-THE-SCENE STORY 
SEVEN PRESIDENTIAL CONFIDANTS 
FROM HAMILTON SHERMAN 
ADAMS Rinehart 

James Poling, ROCKEFELLER 
SPEAKS (Crowell) 

READINGS FOR DEMOCRATS and READ- 
INGS FOR REPUBLICANS 
Maurice Stein, THE ECLIPSE COM- 
MUNITY: INTERPRETATION 

AMERICAN STUDIES Princeton 


intertwined for any meaningful 
separation subjects. Most 
the pertinent discussion centers 
around vague discussions mo- 
rality tentative sanction sug- 
gestions. 


Under the former, course, 
would fall Berle’s search for 
spiritual.” has 
proposed what terms experi- 
ment “economic democracy” 
that consists bringing together 
its top management with its poli- 
cyholders each spring for 
round-table discussion 
sonal, financial, and insurance af- 
fairs. Stuart Chase, his radio 
program for the Fund for the Re- 
public “The Corporation,” sug- 
gests that national planning 
commission set founda- 
tions universities study con- 
tinuously the development the 
big corporations and recom- 
mend steps contain power for 
the national interest. (If its rec- 
ommendations were mandatory, 
would more than variety 
moral enjoinder, course. 


Another answer offered the 
professionalization manage- 
ment. this subject Gerhard 
Andlinger “The Crucible 
Our Business Creeds” 
Horizons, Fall, 1959) says, 


“By stressing professionalism the 
answer, may well overlooking 
the erosion the internal corporate 
democracy. The board directors 
its role policy-making parliament 
and ultimate review authority man- 
executive decisions provided 
internal checks and balances. Does the 
professional administrator really need, 
and beyond that even desirable 
that have, the exercise such own- 
ership review? This question more 
than sheer polemics, for does not the 
achievement 
logically obviate the need for mecha- 
nism for removal the professional 
laymen? general the new creed 
offers more satisfactory rationale 
society today for the origin and legiti- 
macy corporate power. the long 
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FOR THE BUSINESS 
EXECUTIVE 


RECENT 


AMERICA AND THE WORLD: COMPARI- 
SONS-PROJECTIONS Indus. 
Conf. Bd. 

Charles Andrew WAGES, PRICES, 
PROFITS AND PRODUCTIVITY (Co- 
lumbia 

Roswell Atwood, WHEN YOU TALK 
(Atwood Corp. 

Raymond Bauer and Ithiel 
Sola Pool, AMERICAN BUSINESSMEN 
AND INTERNATIONAL TRADE 
Pr. 

Leslie Beach and Elon Clark, 
PSYCHOLOGY BUSINESS 
Graw 

Alfred Buehler, SYM- 
POSIUM THE CAUSES AND CURES 
INFLATION (Am. Acad. Pol. 
Soc. 

THE COMMUNIST WORLD CUSTOMER 
AND COMPETITOR Business Inter- 

Homer Cox, COPING WITH CORRE- 
SPONDENCE 

Melville Dalton, MEN WHO MANAGE 
Cal.) 

Otto Eckstein, TRENDS PUBLIC EX- 
PENDITURES THE NEXT DECADE 
(Com. for Econ. Development 

Corwin Edwards, 
RESTRICTIVE BUSINESS COVENANTS 
(Free Pr. 

NATION LAW: REVIEW EXPERI- 
ENCE Brookings Inst. 

Emmet, THINKING CLEARLY 
(Longmans 

ENDS AND MEANS MODERN MAN- 
AGEMENT: GUIDES FOR TOP MAN- 
AGEMENT PLANNING AND ACTION 
(Am. Man. 

Irving Goldenthal, How BENEFIT 
FROM DATA THE OPERATING 
STATEMENT 

Robert Gordon and James 
Howell, HIGHER EDUCATION FOR 
(Columbia 

Samuel Hill and Frederick Harbi- 
son, MANPOWER AND INNOVATION 
AMERICAN INDUSTRY Prince- 
ton 

Eric Hodgins, ENOUGH TIME? THE 
PATTERN THE EXECUTIVE LIFE 
(Doubleday 
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Knox and others, THE ECONOMIC 
IMPLICATIONS AUTOMATION 
EUROPE (Columbia 

Ronello Lewis, FINANCIAL ANALY- 
SIS FOR MANAGEMENT Prentice 
Robert Lichtenberg, THE ROLE 
MIDDLEMAN TRANSACTIONS 
WORLD TRADE Bur. Econ. 

Research 

Luce, TEACH YOURSELF LOGIC 
THINK MORE CLEARLY 

MANAGEMENT INDUSTRIAL ENTER- 
PRISES UNDER-DEVELOPED COUN- 
(Columbia 

Merrihue, MANAGING COMMUNI- 
CATION 

ORGANIZING FOR PRODUCT DEVELOP- 
MENT (Am. Man. 

Peirson, EDUCATION AMERICAN 
BUSINESSMEN: STUDY UNIVER- 
SITY-COLLEGE PROGRAMS 
NESS ADMINISTRATION 

PROFIT SANCTUARIES AND HOW THEY 
ARE USED Business 

Hanan Selvin, THE EFFECTS 
LEADERSHIP Free Pr. 

Harry Simmons, EXECUTIVE PUBLIC 
SPEAKING TECHNIQUEs Chilton 
Ezra Solomon (ed.), THE MANAGE- 
MENT 
(Free Pr. 

Edwin Wiggin and William 
Smith (eds.), THE 1958 NUCLEAR 
INDUSTRY: ANALYSIS AND EVAL- 
UATION (Atomic Indus. Forum 


Harriette Williams, LIT- 
ERATURE: READING LIST FOR STU- 
DENTS AND BUSINESSMEN Avail- 
able from Baker Library, 
Boston 63, Mass.; Harvard Bus. 
School 


FORTHCOMING 


William Bredo, ESTATES: 
TOOL FOR INDUSTRIALIZATION (Free 
Pr. 

Editors FORTUNE, MARKETS 

David Granick, THE RED EXECUTIVE 
(Russia’s new class organiza- 
tion men; Doubleday 

Murray Lincoln and David Karp, 
VICE PRESIDENT CHARGE REVO- 
LUTION (Economic program 
Nationwide Insurance; McGraw 


1959 


run, however, there seems 
erable danger relying 
sionalism the only answer, particu- 
larly inhibits search for other re- 
sponsible avenues private control.” 
(p. 43) 


Democracy and the Chal- 
lenge Power (Columbia), David 
Spitz considers whether reason 
means perceiving true values 
and the intrinsic sense decency 
people equal curbing the 
abuses public and_ private 
power. concludes that the an- 
swer depends the stature 
people’s leadership all walks 
life. 

contrast this view, Ben 
Lewis, his paper for the Ameri- 
can Economic Association, “Eco- 
nomics Admonition” (pub- 
lished American Economics 
Review, May, 1959), 
Berle’s idea that the big cor- 
poration recognized essen- 
tially political institution, the 
corporate conscience will grow 
commensurately. says flatly 
did happen would not work; 
and did work would still 
intolerable free men.” 395) 
And further, “It neither the 
privilege nor the responsibility 
any individual, however 
entious statesmanlike, 
tarily render economizing de- 
cisions the name society. 
Economic decisions must right 
society measures right rather 
than good benevolent 
uals construe goodness.” pp. 386 
and 395) But how determine, 
the market mechanism cannot, 
what “right society measures 
Antitrust, says 
merely “plays the shadow its 
own goal posts,” and 
ing power too fortuitous and 
limited. concludes that 
nomic arrangements are pres 
ent too nebulous and are chang 
ing too rapidly for any 


right 


ivid- 


nine, 


nnot, 
sures 


ewis, 


its 


and 


Vitality 
THE CONFLICT 


WITH BUREAUCRACY 


MARSHALL DIMOCK 


Author Philosophy Administration 


frank exploration problems 
which business leaders are de- 
voting increasing attention: how, 
organizations increase size, 
can the vitality personal initia- 
tive, loyalty, and spontaneity 
preserved? 


Believing that bureaucracy 
its stultifying and impersonal 
sense growing threat pro- 
ductivity both business and 
government, Marshall Dimock 
analyzes the theory and practice 
reconciling bureaucracy and en- 
terprise. His discussion illumi- 
nated case histories several 
industrial organizations which 
enlightened policies have count- 
ered the threat rigidity. The 
author concludes with concrete 
Suggestions for increasing both 
operational efficiency and height- 
ened sense personal responsi- 
bility. $5.00 


ADMINISTRATION 


Its Purpose and Performance 


ORDWAY TEAD. thoughtful and con- 
structive review the principles the 
great ideas from which modern adminis- 
trative theory derives, and discussion 
how such theory can strengthen business 
and government leadership. 

$2.50 


BUSINESS 
AND RELIGION 


New Depth Dimension Management 


Edited EDWARD BURSK. Here, twelve 
distinguished business executives, teach- 
ers, and theologians blend religious, scien- 
tific, psychological, and philosophical 
insights, pointing ways realize ethical 
ideals the business world. $4.00 


THE EXECUTIVE 
INTERVIEW 


Bridge People 


BENJAMIN BALINSKY and RUTH BURGER. 
Through examples modern techniques 
interviewing, this practical manual 
shows executives how they can improve 
their skill selecting employees, merit 
rating, counseling, and industrial relations. 
Sample dialogues illustrate the points 
$4.00 


INDUSTRIAL 
JOURNALISM TODAY 


Editorial Policy and Content 


JAMES McCLOSKEY. practical guide 
more effective use the company publica- 
tion for communicating industry’s prob- 
lems, objectives, and operations. The author 
supplies many examples tested ideas, 
techniques and story $4.75 


ECONOMIC PLAN 
AND ACTION 


Recent American Developments 


CHARLTON OGBURN. Perspectives the 
issues that have involved greatest peril 
and promise for our economic welfare 
the momentous period since World War 
set forth the studies the National 
Planning Association. “An excellent dis- 
cussion ... timely book.” 

BIDDLE. $4.75 
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PROFITABLE GUIDANCE FOR EXECUTIVES 
ub- 
the 


analysis philosophic defense. 
Somewhere ahead the picture 
will take shape. 


Among the tentative sugges- 
tions for sanction Berle’s that 
perhaps the 
gradually 
that is, will given legal status 
somewhat equivalent that 
state that such constitutional 
sections the Bill Rights can 
applied (on the precedent 
the application the Four- 
teenth Some have 
foreseen the new society evolving 
into corporate state with “func- 
tional representation.” Others 
find possibility the example 
German codetermination, 
which labor well manage- 
ment represented the board 
directors. 


ADDITIONAL perspectives the 
general subject power can 
gained from recent comparative 
appraisals managerial systems 
throughout the world, authority 
problems within management, 
and social power per se. 

Under the aegis Princeton’s 
Industrial Relations Center, 
series comparative manage- 
ment studies have been com- 
pleted, culminating Manage- 
ment the Industrial World: 
International Analysis Harbi- 
son and Myers. One the later 
studies the group Heinz 
Hartmann’s AUTHORITY AND 
GANIZATION GERMAN MANAGE- 
MENT $6). 


The tremendous disparity be- 
tween German management and 
American management 
mediately evident Hartmann’s 
references “ultimate values.” 
There can doubt that legiti- 
macy still motivating force 
Germany. 


“The typical Unternehmer claims his 
position command and the obedi- 
ence his subordinates the basis 


one the other system ultimate 
values. have made special point 
show that the relations between su- 
periors and subordinates the organi- 
zation are governed not much the 
exigencies actual problems, nor 
the rational interaction well-defined 
offices but these intangible and non- 
rational values.” (p. 256) 


And what are these values? 


“Some these values are Private Prop- 
erty, the Calling, and values inherent 
the Elite Ideology. All are non- 
rational and self-subsistent. They can- 
not described with any high degree 
precision. Actually, tests objective 
evaluation would threaten their claim 
unconditional acceptance with uni- 
versal recognition.” (p. 256) 

Such concepts, even when ampli- 
fied, seem almost unintelligible 
Americans. Hartmann does make 
the point also that there some 
tendency replace value orien- 


tation with problem orientation. 


especial interest the sum- 
mary statement American 
management from German per- 
spective. The distinction 
tween Fiihrung and Leitung, 
the terms Schumpeter, be- 
tween leadership and routine ad- 
ministration, well accepted and 
strongly emphasized Germany, 
says Hartmann. “Has American 
management shown 
concern rescue the quality 
creativeness and salvage the 
predominance non-rational au- 
thority?” (p. 280) The principal 
answer finds among American 
scholars general rejection 
what they consider invidious 
comparison between “innovation 
and routine” “initiative and 
bureaucratic organization.” 


the anomaly codeter- 
mination within the German 
structure, says that deeper 
examination the rivalry be- 
tween the value systems co- 
determination and 
tional 
might show that “democracy 
industry” competitor more 
than one way. “Some such rivalry 
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was suspected the interrela- 
tions democratic and charis- 
matic values; also, 
tion values’ can safely assumed 
opposed the Elite Ideol- 
ogy.” (p. 262) 

The thorny problems author- 
ity and organization American 
industry have had wide circula- 
tion recently via The Organiza- 
tion Man and Alan Harrington’s 
LIFE THE CRYSTAL PALACE 
(Knopf, $4.50). Harrington 
sees it, the corporation schizo- 
phrenic that wants, simulta- 
neously, performance from every- 
one and protection for everyone: 
theory, the executives are do- 
ing the best they know how, but 
practice the “method” requires 
that they not their best 
would make the boss look bad. 
The team idea all, that 
one can take all the credit all 
the blame. Furthermore, ex- 
ecutive going file good re- 
port underling who thinks 
and acts more less the way 
does himself—in other words, 
instead the survival the fit- 
test, the survival the most 
imitative. 

Bazelon’s view the executive 
not too different: 


“If man plants himself firmly upon 
the rock his property ownership, 
has independence, and sense 
secure equality with other individuals 
similarly situated, which indeed does 
make him, Jefferson believed, the 
truly anointed member democratic 
community. Now what rock does 
the highly paid corporate executive 
stand, with his expense account, his 
his pension plan, de- 
ferred compensation, and death bene- 
fits? stands the ‘rock’ his ac- 
ceptability his board directors and 
other superiors bureaucratic hier- 
archy. rock all; buries him- 
self work, the immediate present 
power and privileged 


(p. 46) 

ton there obvious exaggeration 
for the effect otherwise. For 
ample, consider his description 


Vv 


does 
the 
does 
utive 
his 
de- 
and 
him- 
resent 
tion.” 


ation 


the administrator who makes the 
top intellectual lightweight 
adept staying out trouble 
and credit-grabbing, whose 
eye remains fixed the one spot 
where the power is, who patiently 
masters the “corporation minuet 
respectful dance with the 
right How could 
then explain Donner and Gordon 
G.M.? For Donner was 
economics major, Phi Beta Kap- 
pa, and quoter Thucydides; 
Gordon entered Cadillac with 
degree engineering 
and rose via successful blue-sky 
project forward engine design. 
(True, one has-only flip few 
pages Fortune find one 
Harrington’s “sleek-headed” ones 
who got where not get- 
ting into any trouble. 


Harrington better, mat- 
ter fact, appraising his old 
field public relations “The 
(Esquire, Sep- 
tember, 1959). finds the 
moral sensibility the field 
somewhat akin what Mills 
calls “the higher immorality” 
(The Power Elite) 
sophically, descendant the 
Sophists whose trade was “to 
make the worse appear the better 
him, then, public re- 
lations “the craft arranging 
the truth that people will like 
you.” the process, the image 
merchant convinces himself that 
words adroit picture layouts 
can anything and that truth 
malleable. 


Unfortunately, Harrington goes 
on, matter how the man 
twists and turns “present 
facts,” cannot “move out 
the shadow certain enduring 
truths, whether they moral 
economic.” stooping justify 
himself comparing himself 
with St. Paul (“the first 
today’s man ignores the gigan- 
tic fact that Paul believed (italics 


ing-to-order for money; Harring- 
ton points out that lawyer, 
way comparison, has, least 
theoretically, rock belief— 
justice. But what rock has the 
man? for including courses 
colleges, has only con- 
demnation: degree should 
given for the pursuit truth.” 
careful make his criticism 
kind self-flagellation, since 
has recently departed the field. 


Social critics other than Whyte 
and Harrington have bemoaned 
the tendency make manage- 
ment jobs simply functional parts 
impersonal organization, 
where men are expected 
interchangeable the parts 
machine. Even from the point 
view the organization, effi- 
ciency may increased the 
expense creativity. This 
basically the same objection that 
Hartmann directs functional- 
ism. During the course this 
particular criticism Life the 
Crystal Palace, Harrington con- 
trasts the larger with the smaller 
organization (which relevant 
the case German manage- 
ment that German firms are 
much smaller than the 
former, promotion depends 
how snugly, says, you will fill 
the shoes the man above you; 
the evaluating executive will fa- 
vor smaller replicas himself 
(particularly, Harrington adds 
bitterly, will give inadequate 
appraisals subordinates who 
are more intelligent than he).* 
the smaller organization, any 
such held-down subordinate has 
chance extricate himself 
maneuvering himself into greater 
visibility; not hamstrung 


*For trenchant anatomizing the 
intellectual employee would suggest 
the chapter “The Orgamerican Phantasy” 
Harold Rosenberg’s The Tradition 
the New Horizon, $4.95). 


army 

suggestion for the 
larger organization institute 
equivalent the Inspector 
office court jester 
whose job would bring ir- 
reverence the halls the 
“Crystal Palace” (the term comes 
from Notes from Un- 
derground, current pet exis- 
This jester would 
permitted make fun great 
and small, call spade spade, 
mock every process and in- 
terrupt procedures with wise- 
cracks, appear and disappear 
whim, stick his head con- 
ference rooms, cut capers 


PEOPLE WILL 
TALKING ABOUT 


William Buckley, FROM 
LIBERALISM (Author “God and 
Man Yale”; McDowell) 

Martin Caidin, WAR FOR THE MOON 
(Dutton 


William Graham Cole, AND LOVE 
THE BIBLE November selection 
Religious Book Club and Pas- 
toral Psychology Book Club; Ass’n 
Pr. 

Stewart Holbrook, THE GOLDEN 
AGE QUACKERY Macmillan 
George Mikes, How SWELL 

cuy Doubleday 

Alexey Tolstoy, PETER THE FIRST 
(Macmillan 

Colin Wilson, THE STATURE MAN 
(Houghton 

Frank Lloyd Wright, FOR 
LIVING ARCHITECTURE Horizon 


Nikita Khrushchev, ror vicrory 
PEACEFUL COMPETITION WITH 
CAPITALISM Dutton 


Alexander King, MAY THIS HOUSE 
SAFE FROM TIGERS (Author 
“Mine Enemy Grows 

Max Lerner, THE UNFINISHED COUN- 
(S. 


nard Geis 
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all 
re- 
aks 


across the routine order 
shake but not seriously dis- 
rupt 

shall close more sober 
note mentioning study 
social psychology, so- 
CIAL edited Dorwin 
Cartwright (Institute for Social 
Cart- 
own introductory chap- 
ter, “Power: Neglected Vari- 


Research, Michigan). 


able Social Psychology,” 
emphasizes that, despite the aver- 
sion social psychologists 


visibility for the manager 
the subject matter Thomas Whisler’s 
“Performance Appraisal and the Organiza- 
tion Man” (Journal Business, January, 
1958 


both peer evaluation (as the profes- 


After comparing the disadvantages 
sions) and evaluation by superiors, he 
concludes that the only way for the 
bitious and those independent cut 
bypass the “absolute monarchy middle 
management” afford some way 
the 
small firm into the larger. has, how- 


“complete the 


ever, concrete suggestions. 


anything smacking metaphys- 
ics, longer possible deal 
adequately with data that are 
clearly social-psychological with- 
out getting involved with matters 
power. Moreover, concerted 
attack the problem power 
should produce major advance 
the field. The bulk the book 
comprised individual studies 
that vary widely subject and 
degree technicality. 

His concluding chapter, 
Field Theoretical Conception 
states the basic 
conclusion that categorical 
distinction between large and 
small social entities needs 
maintained employing such 
concepts influence, power, and 
authority. The power situation 
central all treatments social 
interaction involving either in- 
dividuals institutions. For one 
thing, definitions power have 
been extended from coercion 


forms social influence. For an- 
other, authority and power are 
evolving central concepts 
studies 
tions such the research labora- 
tory, the military base, and the 
business concern. Finally, the be- 
havioral science approach gen- 
eral stresses the importance 
formulating theories institu- 
tions terms behavior in- 
dividuals. Before much progress 
can made, however, power 
must defined serve un- 
ambiguously both the theories 
human behavior and the theories 
institutions; and there must 
close interaction between pure 
theory and brute empiricism. 

ignoring deliberate 
misunderstanding power real- 
ities evidently passé. Today, 
power not only being felt, 
being looked at. the mean- 
time, between the knowing and 
the doing, lie the moral decisions. 
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TEACHING 


Bell System facilities meet new need. Already vital link filling 


educators’ requirements within locality, state across the nation 


interesting current develop- 
ment education the use 
television for instruction—both 
classrooms and the home. 


Evidence that shortage quali- 
fied teachers developing coincides 
with the need for some way meet 
the awakened interest mathemat- 
ics, physics, chemistry, and educa- 
tion the elementary 
school the college level. 


Many educators, studying the 
twin problem, are thinking more and 
more about the possibilities Educa- 
tional their teaching programs. 


transmitting lessons and 
lectures from place place, various 
means are available. Closed circuit 
Educational between 
schools may required. connec- 
tion between broadcasting stations 
different cities. hook-up be- 
tween closed circuit systems and one 
more broadcasting stations. 


needed, city, county, state, 
across the country, the Bell Tele- 
phone Companies are equipped 
provide it. They have the facilities 
and years know-how. And the on- 
the-spot manpower insure 
cient, dependable service. 


For over three years, the local Bell 
Company 
the closed circuit ETV network 


This one the schools now using Educational TV. More than one receiver 
can used where teachers wish accommodate larger classes one sitting. 


schools Washington County, 
Maryland. 


Louisville, Kentucky, tele- 
phone company facilities now con- 
nect five elementary schools. 
New York State, they serve high 
school and seven other schools 
the Cortland area. 


San Jose, California, they link 
four schools with the campus San 
Jose State College. And Anaheim, 
California, eighteen schools are 
TV. 

The largest the many current 
educational projects called 
Continental Classroom. The Bell 


BELL TELEPHONE SYSTEM 


System one the business organ- 
izations which support it. 


this great “classroom,” about 
half million people get early 
each weekday view half-hour 
lecture Modern Chemistry 
their sets 6:30 A.M. This 
32-week college course goes from 
coast coast over Bell System lines. 


The Bell Telephone Companies 
believe their transmission facili- 
ties and know-how can assist educa- 
tors who are exploring the potential 
value educational television. 


They welcome opportunities 
work with those interested this 
promising new development. 
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